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INTRODUCTION 

The  scale  upon  which  the  Hydro-Electric  Com- 
mission of  Ontario  has  conducted  its  experiment  in 
the  operation  of  public  utilities  and  the  propaganda 
with  which  that  Commission  has  accompanied  its 
proceedings  have  attracted  wide  attention  in  the 
United  States  as  well  as  in  Canada. 

It  is  obvious  that  no  general  rule  can  be  applied 
to  projects  of  operation  of  public  utilities  by  politi- 
cal bodies.  Sometimes  such  operation  may  succeed 
and  sometimes  it  is  bound  to  fail  in  securing  public 
advantage.  There  have  been  few  cases  in  which 
there  were  not  observable  some  elements  of  success 
in  this  respect  as  well  as  of  failure. 

In  the  discussion  of  the  question,  "public  owner- 
ship"  has  been  quite  unwarrantably  confused  with 
"governmental  operation  of  industrial  enterprises." 
These  categories  are  not  merely  separable ;  they  are 
in  reality  fundamentally  distinct.  The  right  of 
eminent  domain  or  the  universal  right  in  the  public 
over  property  is  embodied  explicitly  or  implicitly 
in  the  legal  code  of  every  civilized  country.  The 
right  inheres  in  any  government  to  expropriate  pri- 
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vate  property,  the  public  possession  of  which  is 
regarded  by  the  government  as  necessary  in  the 
public  interest.  There  does  not  appear  to  be  any 
legal  limitation  to  the  exercise  of  this  right.  Dur- 
ing the  war  the  right  was  exercised  by  every  bellig- 
erent country  to  an  extent  previously  unknown  to 
modern  custom.  Lands,  forests,  plantations,  oil 
wells,  railways,  telegraphs,  cables,  telephones, 
steamships  and  large  numbers  of  industrial  enter- 
prises, hotels,  and  private  residences,  were  taken 
over  by  the  belligerent  States.  After  the  conclu- 
sion of  peace,  these  properties  were  returned  to 
their  owners  in  all  countries  but  one — the  solitary 
exception  being  Eussia,  where  private  enterprises 
taken  over  by  the  Government  during  the  war  were 
not  returned  and  where  all  other  enterprises,  large 
and  small,  were  expropriated  without  compensa- 
tion. The  consequences  of  this  policy  were  the  ruin 
not  merely  of  private  enterprise,  but  the  ruin  of 
the  nation.  It  is  obvious  from  this  example  that 
although  there  are  no  limits  to  the  right  of  eminent 
domain,  the  exercise  of  that  right  without  serious 
injury  to  the  public  interest  is  limited  in  practice. 
Public  ownership,  in  the  strict  sense,  therefore 
needs  neither  propaganda  nor  argument. 

Apart  altogether  from  possession,  there  is  the 
category  of  operation.  In  the  case  of  no  country  is 
the  right  of  operation  and  monopoly  of  industrial 
enterprises  a  universally  recognized  right  such  as 
the  right  of  eminent  domain.    Operation  of  the 
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property  of  the  State  by  State  functionaries  may 
or  may  not  be  administratively  possible' or  politi- 
cally or  economically  advantageous  or  expedient. 
Thus  the  State  forests  or  mines  may  be  exploited 
by  persons  directly  employed  by  the  Government 
on  wage  or  salary  terms  or  the  Government  may 
find  that  the  method  of  sale  or  lease  for  exploitation 
by  means  of  private  enterprise  is  more  advanta- 
geous in  the  public  interest.  In  countries  where 
there  is  slender  accumulation  of  industrial  and 
financial  capital,  the  Government  may  be  compelled 
to  undertake  the  exploitation  of  the  State  minerals 
and  forests;  but  in  those  countries  where  there  is 
an  important  accumulation  of  capital  or  where  the 
stability  of  political  and  social  organization  in- 
duces credit,  it  has  been  customary  to  adopt  the 
method  of  sale  or  lease,  usually  with  reservations 
as  to  governmental  control  of  the  exploitation. 
This  control  has  been  provided  for  in  all  countries 
from  time  out  of  mind  by  means  of  Laws  of  the 
Forest,  Laws  of  the  Mine,  etc.  In  the  Middle  Ages, 
before  the  growth  of  capital  had  reached  any  great 
dimensions,  the  exploitation  of  natural  resources 
was  in  general  undertaken  by  Governments.  The 
distinctive  characteristic  of  modern  times  has  been 
the  growth  under  private  enterprise  of  capital,  the 
economical  utilization  of  it,  and  by  consequence  the 
wide  diffusion  of  capital  irrespective  of  national 
boundaries  and  in  western  Europe  and  North 
America,  practically  irrespective  of  social  class. 
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Thus  for  a  modern  Government  to  embark  in  the 
operation  of  industry  in  a  developed  country  is  not 
©nly  unnecessary  but  so  far  from  being  an  indica- 
tion of  progressiveness,  is  an  indication  of  reversion 
to  long  abandoned  and  even  archaic  practice. 

The  clamor  for  what  is  wrongly  called  "public 
ownership"  thus  arises  from  lack  of  knowledge  of 
the  historic  past  and  from  confusion  of  thought 
regarding  the  character  and  function  of  the  modern 
State.  The  idea  that  any  private  individual  can 
hold  property  adversely  to  the  State  is  as  great  an 
illusion  as  that  his  holding  of  property  is  an  injury 
to  the  public.  If  we  regard  the  category  of  the 
State  as  comprising  the  total  of  the  organs  of  gov- 
ernment, we  may  regard  the  nation  as  comprising 
the  total  of  the  inhabitants  of  the  national  area. 
These  inhabitants  constitute  the  public  and  the 
preservation  and  security  of  their  collective  and 
individual  property  constitute  the  reason  for  the 
Government  of  the  State  as  well  as  the  function  of 
that  Government.  In  order  that  the  Government 
may  exercise  its  function,  the  people  of  democratic 
nations  endow  their  Governments  with  political 
power.  When  the  Government  is  so  endowed,  its 
members  become  the  ministers  or  servants  of  the 
people. 

It  is  obvious,  that  the  Government  may  employ 
that  political  power  for  the  purpose  of  getting  into 
its  hands  the  economical  resources  of  the  people. 
In  so  far  as  the  Government  succeeds  in  monopo- 
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lizing  these  resources,  the  Government  is  no  longer 
the  servant  but  the  master  of  the  people. 

In  one  of  his  speeches  to  the  Communist  Party, 
at  the  beginning  of  the  Bolshevik  regime,  Lenin 
pointed  out  that  complete  control  of  the  country  by 
a  minority  could  be  obtained  and  could  only  be 
obtained  by  suppressing  private  trade,  by  monopo- 
lizing all  products  and  by  instituting  a  system  of 
Government  rationing.  In  this  way,  by  means  of 
pervasive  economic  control,  the  Government  would 
be  able  to  maintain  and  to  make  secure  its  political 
position. 

The  aim,  conscious  or  unconscious,  of  every  ad- 
vocate of  what  is  improperly  called  "public  owner- 
ship" is  not  dissimilar  to  that  of  Lenin.  The  root 
idea  of  governmental  operation  of  industrial  enter- 
prises is  that  by  means  of  the  economical  power 
obtained  by  their  operation,  a  permanent  political 
power  may  be  maintained.  Permanence  is  not 
affected  by  change  of  ministries,  because  in  such 
cases,  the  economical  power  is  in  the  hands  of  those 
politicians  who  make  and  unmake  ministries,  and 
who,  irrespective  of  political  parties,  are  able  to 
place  their  creatures  in  the  political  positions. 

An  interesting  example  occurred  in  Siberia  dur- 
ing the  frequent  changes  in  administration  which 
took  place  before  the  Bolsheviks  acquired  complete 
control.  There  was  a  moment  when  the  ministry 
of  the  day  decided  to  denationalize  all  the  national- 
ized  industries  excepting  those  which  were  of  tht 
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nature  of  public  utilities;  but  the  question  was 
immediately  raised  by  the  Left  Wing  as  to  what 
constituted  a  public  utility.  After  prolonged  dis- 
cussion of  the  subject,  no  means  of  differentiating 
industrial  enterprises  in  this  respect  could  be  found 
and  all  remained  nationalized  as  before.  The  poli- 
ticians ostensibly  opposed  to  nationalization  of 
enterprises,  found  that  their  political  power  de- 
pended upon  their  retaining  economical  power  in 
their  hands. 

The  Hydro-Electric  Commission  of  Ontario  af- 
fords in  the  course  of  its  history  very  vivid  in- 
stances of  the  use  to  which  a  combination  of  eco- 
nomical monopoly  and  political  power  may  be  put. 
Since  the  Commission  was  established,  there  have 
been  one  Farmers'  Government  and  three  Conserva- 
tive Governments.  All  of  these,  as  well  as  the  con- 
temporary Oppositions,  have  been  under  the  control 
of  the  Hydro-Electric  Commission.  All  of  the 
Governments,  often  greatly  against  their  will,  have 
been  obliged  to  find  the  enormous  sums  of  money 
demanded  by  the  Commission  for  the  carrying  out 
of  its  projects.  All  of  the  Governments  have  re- 
peatedly been  called  upon  to  legalize  by  ex  post 
facto  legislation,  acts  done  by  the  Hydro  Commis- 
sion in  flagrant  violation  of  Statute  Law  and  even 
of  the  Acts  passed  in  behalf  of  the  Hydro  itself.  In 
attempts  at  self-protection,  the  Governments  have 
nominated  members  of  the  Commission  committed 
to  their  interests.    These  members  found  them- 
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selves  helpless.  Some  of  the  members  resigned 
voluntarily;  one  resignation  was  demanded.  In 
March,  1924,  Mr.  Ferguson,  Premier  of  Ontario,  in 
criticizing  a  contract  which  had  been  entered  into 
by  the  Hydro-Electric  Commission  for  the  supply 
of  power,  used  the  following  not  very  dignified  lan- 
guage: 

It  was  one  of  the  most  damnable  contracts  that  was 
ever  consummated.  .  .  .  Ramsden  [who  had  been  ap- 
pointed a  member  of  the  Commission  by  the  previous 
( Farmers')  Government]  was  just  a  stool  pigeon  for  the 
Government  [the  Farmers'].  It  was  decided  here  in 
Queen's  Park  [the  Government  Buildings]  what  the  Com- 
mission should  do  and  Ramsden  went  down  to  the  Com- 
mission's office  and  put  it  through.  Ramsden  and  Colonel 
Carmichael  put  this  contract  through  in  the  absence  of  the 
chairman. 

The  new  Government  cancelled  this  contract  and 
called  for  the  resignation  of  one  of  the  offenders; 
the  other  resigned  voluntarily.  Both  the  making 
and  the  cancelling  of  the  contract  were  political 
acts  and  both  illustrated  the  closeness  of  the  con- 
tact between  the  Commission  and  the  Government 
of  the  day.  Yet  Government  after  Government  in 
self-protection  against  condemnatory  criticism, 
which  came  naturally  from  the  quarters  in  which 
they  were  attempting  to  raise  the  necessary  loans, 
appointed  special  Commissions  of  Inquiry  and  spe- 
cial audits  of  the  Hydro-Electric  accounts.  In  spite 
of  disclosures  which  would  have  ended  the  career 
of  any  ordinary  politicians,  these  investigations  all 
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somehow  missed  fire.  Successive  governments  have 
remained  tied  to  the  Hydro-Electric  enterprise, 
with  very  inadequate  control  over  it,  yet  full  re- 
sponsibility for  it  to  the  people,  bound  to  find 
whatever  extravagant  amounts  its  administration 
demanded  and  hoping  for  some  miracle  by  which 
they  might  be  relieved  from  what  had  become  an 
almost  intolerable  incubus. 

There  are  many  complications  and  several  un- 
explained mysteries  in  Ontario  Hydro-Electric 
history  but  the  fact  is  indisputable  that  because  of 
its  policy,  the  Hydro-Electric  Power  Commission  of 
Ontario  has  from  the  beginning  of  its  history  been 
a  menace  to  the  financial  credit  and  to  the  liberties 
of  the  people  of  the  Province.  The  Chairman  of  the 
Hydro-Electric  has  for  the  past  twenty  years  been 
the  Dictator  of  Ontario. 

In  the  following  pages  reference  is  made  in  detail 
to  the  circumstance  that  civil  rights  are  among  the 
matters  placed  by  the  British  North  America  Act, 
(1867)  under  the  control  of  the  Provincial  Legisla- 
tures. That  Act  contains  no  clause  safeguarding 
contracts ;  but  in  place  of  a  provision  such  as  that 
referring  to  contracts  in  the  Constitution  of  the 
United  States,  there  is  the  power  of  disallowance 
of  any  Provincial  statute  which  is  reserved  to  the 
Dominion  Parliament.  This  power  has,  however, 
been  very  rarely  exercised  and  in  consequence,  it 
has  been  of  late  years  a  dead  letter.  The  Provincial 
Legislatures  have  taken  advantage  of  this  circum- 
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stance  to  pass  a  series  of  measures  which  cannot  be 
described  otherwise  than  as  confiscatory.  The 
Hydro  Commission  did  not  initiate  the  promotion 
of  such  measures  but  it  developed  and  extended  the 
policy  of  hostility  to  private  enterprise.  Some  of 
its  Bills  can  even  be  characterized  as  being  as  dis- 
cordant with  common  sense  as  they  are  with  sound 
principles  of  law. 

When  a  Government  leases  or  sells  the  natural 
resources  of  a  country  it  retains  its  visitatorial 
power  or  right  of  inspection  and  criticism.  This 
right  is  inherent  in  the  Government  and  may  be 
exercised  in  the  public  interest  in  respect  to  any 
public  or  private  enterprise  whatsover.  The  Gov- 
ernment as  trustee  for  the  public  is  ex-offlcio  critic. 
Whenever  the  Government,  either  as  a  Government 
or  in  the  form  of  an  organ  created  by  it  and  in- 
susceptible of  differentiation  from  it,  assumes 
operation  of  an  industry,  especially  when  to  this 
operation  there  is  added  the  incident  of  monopoly, 
there  ceases  to  be  any  independent  official  critic  of 
that  industry.  Moreover,  anyone  within  the  Gov- 
ernment industry  or  outside  of  it  who  ventures  to 
criticize  the  industrial  proceedings  of  the  Govern- 
ment or  the  financial  soundness  of  its  enterprises 
is  denounced  as  an  enemy  of  the  people,  as  an 
agent  of  profiteers  or  of  the  interests  of  capital  or 
whatnot.  Criticism  under  these  circumstances  is 
either  rare  or  non-existent.  An  auditor  who  dared 
in  the  course  of  his  professional  duties  to  object 


10  NIAGARA  IN  POLITICS 


to  expenditure  would  be  presented  with  the  alter- 
native of  withdrawing  his  objection  or  adversely 
affecting  his  professional  career.  An  engineer  who 
pointed  out  some  weakness  in  the  technical  aspects 
of  the  Government  undertaking,  need  not  hope  for 
Government  patronage  in  the  future.  A  newspaper 
which  ventured  to  criticize  the  undertaking  would 
speedily  be  deprived  of  Government  advertising. 
By  these  means  it  is  very  clear  that  a  Government 
which  embarks  upon  a  large  scale  in  industrial 
enterprise  encounters  strong  temptations  to  act  in 
an  arbitrary  manner.  It  cannot  afford  to  have  the 
defects  of  its  administration  disclosed.  It  must 
close  the  mouths  of  critics.  In  this  way,  the  Gov- 
ernment and  its  enterprises  are  defended  by  a  reign 
of  terror,  varying  in  its  incidents  according  to  the 
country  and  to  the  stage  of  social  development. 
Such  a  reign  of  terror  has  been  established  by  the 
Ontario  Hydro-Electric.  Its  newspapers  can  be 
counted  upon  to  suppress  information  unfavorable 
to  it  and  to  abuse  anyone  who  ventures  to  raise  his 
voice  upon  its  imperfections;  its  advocates  in  the 
municipalities  and  in  the  local  legislature  denounce 
everybody  who  calls  it  in  question,  demanding  his 
dismissal  from  any  public  office  which  he  may 
occupy  and  pursuing  him  with  all  the  ruthless  in- 
vective at  their  command.  By  these  means  the 
Hydro-Electric  has  acquired  a  strangle  hold  upon 
Ontario,  plunging  it  into  over  two  hundred  millions 
of  debt  and  embarrassing  its  finances  and  its  credit. 
The  mere  fact  of  increase  of  debt  involving  un- 
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precedents  issues  of  bonds  and  other  financial 
operations  of  much  greater  magnitude  than  either 
the  political  heads  or  permanent  officials  of  the  ad- 
ministrative department's  had  been  accustomed  to 
and  for  the  management  of  which  they  were  not 
fitted,  exposed  these  persons  to  peculiar  tempta- 
tions. These  temptations  they  do  not  appear  to 
have  had  the  moral  stamina  to  resist.  Three  for- 
mer  officials  of  the  Ontario  Government  have  been 
found  guilty  of  misappropriation  of  public  funds, 
one  of  these  in  direct  connection  with  the  Hydro. 
These  persons  would  not  in  all  probability  have 
been  exposed  to  temptation  had  not  the  needs  of 
the  Hydro  induced  carelessness  and  even  worse  in 
the  public  finance  of  the  Province. 

The  popularity  of  the  Hydro-Electric  has  been 
promoted  by  the  ingenious  device  of  giving  domestic 
light  service  in  the  centres  of  population  at  abnor- 
mally low  rates,  while  the  rates  for  power  are  rela- 
tively high  within  the  same  areas.  In  the  rural 
districts  where  the  population  is  scanty  and  the 
votes  are  distributed,  the  rates  alike  for  domestic 
service  and  for  power  are  abnormally  high.  Only 
the  monopoly  of  supply  which  the  Hydro  has  estab- 
lished renders  such  rates  possible.  There  is  no 
appeal  and  even  where  as  in  some  cases  gross  in- 
justice has  been  perpetrated,  there  is  no  redress, 
for  by  an  Act  passed  in  the  interests  of  the  Hydro, 
the  law  courts  are  closed  against  any  suit  that  may 
be  brought  against  it. 

Thus  on  grounds  of  public  policy  and  on  grounds 
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of  economic  advantage  the  achievements  of  the 
Ontario  Hydro-Electric  have  only  to  be  known  to 
be  condemned.  That  they  will  be  generally  known 
and  condemned  at  no  distant  period  of  time,  there 
can  be  no  question.  The  excessive  over-capitaliza- 
tion of  the  undertaking  due  to  extravagance  in  con- 
struction, to  the  greater  part  of  that  construction 
having  been  unnecesary  and  to  the  fact  that  it  was 
carried  out  during  the  war  while  wages  and  prices 
of  machinery  and  materials  were  at  their  maxi- 
mum, must  necessitate  a  serious  advance  in  the 
rates.  There  are  already  signs  that  such  advance 
is  in  contemplation.  When  the  municipalities  dis- 
cover that  they  have  been  duped  into  expending 
large  sums  in  providing  street  lighting  plants  on  a 
scale  based  upon  promises  of  exceedingly  low  cost 
of  power,  and  when,  owing  to  the  shortage  of  power, 
they  discover  that  rates  are  raised  and  only  favored 
customers  can  be  supplied,  the  props  which  have 
hitherto  sustained  the  Hydro  must  be  withdrawn 
and  the  hollowness  of  its  propaganda,  upon  which 
it  has  spent  enormous  sums,  must  become  apparent. 

The  following  pages  show  conclusively  that  the 
Ontario  Government  committed  a  fatal  error  in 
permitting  what  was  originally  designed  to  be  an 
investigating,  inspecting  and  controlling  depart- 
ment of  the  Government,  to  transform  itself  into  a 
monopolistic  enterprise,  to  legislate  itself  outside 
of  the  law  and  to  conduct  itself  in  so  arbitrary  a 
manner  that  it  has  become  wholly  out  of  place  in  a 
democratic  country;. 


I 


DEVELOPMENT  OP  HYDRO-ELECTRIC  POWER  ON  THE 
AMERICAN  SIDE  OP  THE  FALLS 

Although  up  till  about  1880,  the  quantity  of 
water  taken  from  Niagara  Falls  for  the  production 
of  mechanical  power  was  an  insignificant  fraction 
of  the  total  fall,  the  methods  of  withdrawing  and 
discharging  the  water  were  by  no  means  conducive 
to  the  preservation  of  the  scenic  beauty  of  the  Falls 
on  the  American  side.  Fears  very  naturally  arose 
in  the  public  mind  that  the  region  so  richly  en- 
dowed by  nature  would  be  deprived  altogether  of 
the  beauty  which  made  it  unrivalled  in  its  kind  and 
brought  to  it  annually  immense  numbers  of  visitors. 
The  earlier  adventurers  may  be  forgiven  for  dis- 
regarding a  contingency  which  could  only  arise 
seriously  when  the  number  of  enterprises  assumed 
certain  proportions,  and  when  indifference  to  the 
effect  of  these  enterprises  upon  the  natural  sur- 
roundings became  manifest.  The  fears  mentioned 
above  found  expression  in  the  passing  in  the  year 
1885  of  legislation  by  the  State  of  New  York  pro- 
viding for  the  purchase  from  the  private  owners  of 
the  river  bank  and  the  Islands  in  the  neighborhood 
of  the  Falls,  of  a  sufficient  area  of  land  to  preserve 
the  amenity  of  the  Falls  and  to  enable  the  tourist 

13 
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traffic  to  be  regulated.  Under  this  legislation  also, 
the  early  raceways  and  the  mills  dependent  upon 
them  were  eliminated.  This  operation  was  facili- 
tated by  the  construction  of  the  Hydraulic  Canal 
which  in  any  case  would  have  prevented  the  growth 
of  small  independent  concerns  established  for  the 
purpose  of  drawing  water  for  the  operation  of  small 
units.  The  consequences  of  the  legislative  action 
and  of  the  immediately  preceding  private  enter- 
prises were  great  improvement  in  the  aspect  of  the 
Falls  and  the  more  economical  use  of  power. 

The  steps  taken  by  the  State  of  New  York  were 
followed  by  the  Province  of  Ontario.  A  corre- 
sponding Act  passed  by  the  Provincial  Legislature 
provided  for  an  extensive  purchase  of  land  adjoin- 
ing the  Palls  on  the  Canadian  side  and  for  the 
establishment  of  a  Park  Commission  with  full 
powers  over  the  exploitation  of  water  power.  The 
administration  was  vested  in  the  Commissioners 
of  Queen  Victoria  Niagara  Falls  Park,  the  Com- 
missioners being  appointed  by  the  Lieutenant- 
Governor-in-Council  of  Ontario,  otherwise  the  Gov- 
ernment of  the  Province. 

These  measures  were  supplemented  by  a  Treaty 
concluded  in  1910  between  the  Governments  of 
Great  Britain  and  the  United  States,  limiting  the 
amount  of  water  which  might  be  diverted  from 
Niagara  River  or  Lake  Erie  for  the  purpose  of  de- 
veloping mechanical  power.  This  limitation  had 
the  effect  of  preserving  the  beauty  of  the  Falls,  but 
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it  was  expressly  stated  in  the  Treaty  that  the  object 
of  the  limitation  was  the  preservation  of  the  level 
of  Lake  Erie  in  the  interests  of  navigation.1  The 
quantity  of  water  which  might  be  diverted  npon 
the  Canadian  side  was  fixed  at  36,000  cubic  feet  per 
second  of  aggregate  daily  diversion. 

It  is  obvious  that  the  horsepower  developed  from 
this  quantity  of  water  must  depend  upon  the  head 
which  is  utilized  and  that  plants  designed  for  the 
utilization  of  an  inferior  head  might  be  regarded 
as  using  the  available  waterpower  to  less  economic 
advantage  than  plants  which  utilized  the  water  at 
a  greater  head.  But  the  greater  the  head,  the 
greater  the  cost  of  installation.  Especially  in  re- 
spect to  the  pioneer  plants,  the  question  of  cost  had 
to  be  considered  very  narrowly.  Thus  the  earlier 
plants  were  installed  with  a  head  less  than  was 
physically  possible.  At  any  time  the  problem  must 
be  one  of  relative  economic  advantage.  The  gain 
of  a  few  feet  of  additional  head  may  or  may  not  be 
worth  the  additional  cost  in  canalization  and  other- 
wise.2 

Long  before  the  negotiations  which  led  to  the 
Treaty  were  initiated,  during  the  period  when  in- 
terest in  the  public  movement  for  the  preservation 


irThis  consideration  is  important  in  view  of  a  possible  revision 
of  the  Treaty. 

aCf  infra — It  is  very  doubtful  if  the  enormous  cost  of  upwards 
of  $60,000,000  incurred  by  the  Hydro-Electric  Power  Commission 
of  Ontario  has  been  justified  by  the  increased  head  obtained  by  it 
over  the  previously  constructed  plants. 
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of  the  natural  beauty  of  the  Falls  was  excited  in 
the  United  States,  the  writer  heard  Sir  William 
Thomson  (later  Lord  Kelvin)  make  impromptu 
the  following  remarkable  suggestion : 

A  long  while  [he  said]  must  elapse  before  the  whole  of 
the  volume  of  water  now  passing  over  Niagara  Falls  could 
possibly  be  utilized  for  the  production  of  power,  but  if  the 
whole  of  the  water  were  so  utilized  and  if  the  lofty  cliffs 
over  which  the  waters  now  tumble^  were  bare,  think  what 
would  then  be  their  aspect!  The  face  of  the  precipice  would 
be  covered  with  aquatic  plants  giving  in  summer  a  splendor 
of  color  which  with  all  their  watery  magnificence  the  Falls 
do  not  now  possess,  while  the  pool  below  would  have  a  quiet 
beauty  instead  of  its  present  turbulence.8 

The  writer  does  not  recall,  if  Sir  William  sug- 
gested, as  he  may  have,  that  the  abrasion  of  the 
crest  of  the  precipice  from  the  flow  of  the  stream 
and  the  consequent  progressive  change  in  the  form 
of  the  Horseshoe  Falls  would  cease,  while  further 
abrasion  would  only  occur  very  slowly  under  the 
less  violent  forces  of  the  atmosphere. 


3  The  passage  is  from  a  speech  at  a  public  meeting  in  Glasgow, 
about  1889.  It  does  not  appear  in  any  published  writings  of  Lord 
Kelvin* 


II 


CONTRAST  BETWEEN  THE  GROWTH  OF  INDUSTRY  ON 
THE  AMERICAN  SIDE  OF  THE  FALLS  AND  THE  ABSENCE 
OF  THIS  GROWTH  ON  THE  CANADIAN  SIDE 

For  more  than  fifty  years  every  observant  tourist 
who  found  his  way  to  Niagara  Falls  has  been  im- 
pressed by  the  vigorous  industrial  development  on 
the  American  side  and  the  complete  absence  of  any 
such  development  on  the  Canadian  side  of  the 
Falls.  While  some  of  the  reasons  for  this  differ- 
ence lie  in  the  general  economic  history  of  the  re- 
spective countries,  importance  must  be  attached  to 
a  difference  in  the  attitude  of  the  people  of  the  two 
countries  especially  during  the  period  of  the  great- 
est development  on  the  American  side.  In  the 
United  States  the  presumption  was  strongly  in 
favor  of  private  enterprise,  up  till  recent  years  even 
of  unrestricted  private  enterprise.  In  Ontario  dur- 
ing more  than  twenty-five  years,  positively,  and 
during  a  longer  period,  incipiently,  the  presump- 
tion has  been  against  private  enterprise.  The  con- 
sequences of  these  divergent  attitudes  are  seen  in 
the  industrial  development  of  the  New  York  side 
and  the  absence  of  it  on  the  Ontario  side.  The 
Ontario  farmers  and  small  tradesmen  who  consti- 
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tuted  the  majority  of  the  population  were  so 
anxious  to  prevent  anyone  from  making  profit  out 
of  them  that  they  did  their  utmost  to  prevent  any 
profit  being  made  by  anybody  but  themselves. 
Such  a  suicidal  policy  sterilized  industrial  develop- 
ment in  the  Province  and  increased  the  price  of 
capital  to  the  Ontario  borrower  by  diminishing  the 
opportunities  for  local  accumulation.  The  hostile 
attitude  of  the  Ontario  public  towards  private  in- 
itiative is  thus  not  a  new  development.  Much  has 
been  done  in  recent  years  by  the  Ontario  press  to 
propagate  this  hostility.  The  popular  attitude  was 
quite  clearly  expressed,  for  example,  in  an  article 
published  in  an  Ontario  country  newspaper,  The 
Brantford  Expositor  (March  12th,  1903),  before 
the  Hydro-Electric  Power  Commission  was  ap- 
pointed. The  author  of  the  article  referred  to  the 
creation  of  the  Niagara  Falls  Park  Commission  as 
"a  stroke  of  fortune.'' 

But  for  this  fact  [he  said]  the  electric  age  would  have 
found  the  properties  adjoining  the  greatest  source  of 
energy  in  the  world  in  the  hands  of  private  parties,  who 
would  have  given  away  sites  without  any  regard  for  pub- 
lic interest,  and  without  any  advantage  to  the  Provincial 
revenues.  This  is  precisely  what  has  occurred  in  the 
neighboring  State  of  New  York,  where  all  the  concessions 
have  been  granted  without  any  monetary  conditions  or 
other  proper  restrictions,  whereas  the  Ontario  Govern- 
ment is  already  in  receipt  of  $60,000  from  the  three  com- 
panies which  have  received  concessions,  and  this  amount 
will  be  constantly  increased  as  development  proceeds. 

There  are  some  inaccuracies  in  this  passage,  but 
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it  renders  quite  faithfully  the  view  popular  at  that 
time  in  Ontario.  In  this  view,  the  substantial  fact 
was  overlooked  that  under  conditions  of  unre- 
stricted development  there  had  grown  up  on  the 
American  side  of  the  Falls  a  flourishing  industrial 
city  which  was  engaged  in  the  production  of  com- 
modities for  the  general  advantage  and  in  the  em- 
ployment of  large  numbers  of  wage  earners,  includ- 
ing highly  skilled  professional  chemists,  engineers 
and  others,  and  was  yielding  in  actual  payment  of 
taxes  to  the  State  and  Federal  Treasuries,  amounts 
compared  with  which  direct  special  levies  upon  the 
Power  Companies  would  have  been  insignificant. 
Had  restrictions  against  the  use  of  private  prop- 
erty been  made  in  the  early  stages  of  Niagara  de- 
velopment, and  had  large  sums  been  exacted  by  the 
State  for  water  concessions,  no  capital  could  have 
been  obtained  for  the  development  of  water  power, 
and  the  American  side  would  have  been  as  indus- 
trially sterile  as  the  Canadian. 

Before  the  middle  of  the  nineteenth  century  and 
even  before  many  technical  improvements  indis- 
pensable for  fulfilment  had  actually  been  made, 
dreams  of  a  great  future  for  Niagara  began  to  form 
themselves  in  the  minds  of  local  enthusiasts  on  the 
American  side  of  the  Falls.  The  enormous  possi- 
bilities of  generating  power  from  the  Falls  gave 
rise  to  the  idea  that  the  region  round  about  them 
might  develop  quickly  into  a  great  industrial  cen- 
ter, to  which  the  optimists  in  anticipation  gave  the 
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name  of  Manchester,  having  in  mind  the  rapid 
growth  of  the  cotton  manufacture  which  at  that 
moment  was  making  the  Lancashire  City  the  center 
of  the  first  industrial  region  of  the  world. 

Although  Niagara  Falls  afford  a  larger  amount 
of  water  power  than  any  other  like  limited  area  in 
America,  they  are  not  the  only  water  falls  and  their 
very  magnitude  handicaps  them  in  competition 
with  other  falls  as  well  as  with  other  sources  of 
power,  because  of  the  relatively  greater  cost  of 
"harnessing"  giant  powers  over  other  powers  less 
formidable.  The  utilization  of  the  power  of  Niag- 
ara on  any  great  scale  was  not  possible  until  there 
had  been  a  large  general  accumulation  of  capital 
and  until  an  enterprising  and  even  speculative 
spirit  had  grown  up  in  the  community,  nor  was  this 
utilization  possible  until  the  needs  of  the  railway 
system  had  been  provided. 

One  hundred  years  ago,  the  Northwestern  part 
of  New  York  State  was  forest  land  in  which  there 
were  only  occasional  clearings.  Yet  in  these  clear- 
ings factories  were  springing  up  as  well  as  farms. 
The  general  economic  policy  of  the  time  undoubt- 
edly contributed  to  the  rapid  growth  of  industry, 
especially  between  1825  and  the  year  1837,  when 
owing  to  excessive  rapidity  of  development  there 
was  a  commercial  crisis.  This  policy  cannot  be 
lightly  condemned  on  the  ground  that  it  was  a 
policy  of  laisser  faire.  The  historical  facts  are  that 
the  policy  of  laisser  faire  which  came  to  America 
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from  France  both  before  and  after  the  French 
Revolution  indicated  a  reaction  against  a  previous 
period  of  excessive  State  control,  and  that  to  a  new 
country  in  which  there  were  huge  natural  re- 
sources, a  scanty  population  and  slender  accumula- 
tion of  capital,  the  adaptation  of  a  policy  of  free 
exchange  of  services  and  goods  without  the  encum- 
brances of  licenses  and  governmental  regulation 
was  extremely  obvious.  The  United  States  thus 
began  its  career  as  a  nation  on  the  basis  of  laisser 
faire  and  without  now  rejecting  unduly  the  expe- 
diency of  governmental  regulation  within  certain 
limits,  it  may  be  said  without  question  that  the 
foundations  of  the  prosperity  and  the  beginnings 
of  the  remarkable  growth  of  population  in  the 
United  States  were  laid  during  a  period  in  which 
the  attitude  of  the  public  mind  was  opposed  to  re- 
strictions upon  private  initiative  and  strongly  in 
favor  of  necessary  restrictions  upon  governmental 
interference  with  private  civil  rights.  Speculation 
on  the  consequences  to  the  United  States  of  today, 
had  an  opposite  policy  been  adopted  a  hundred 
years  ago,  must  be  left  to  the  imagination.  The 
remark  may  be  permitted  that  prosperity  and  un- 
questionable general  well-being  having  resulted 
from  industry  stimulated  and  operated  by  private 
enterprise,  the  social  advantage  of  the  discourage- 
ment of  private  enterprise  is  not  apparent. 


Ill 


THE  GOVERNMENT  OF  ONTARIO  AND  THE  DEVELOPMENT 
OF  POWER  AT  NIAGARA  FALLS 

1885-1902 

The  Dominion  of  Canada  has  under  the  British 
North  America  Act  (1867)  control  over  navigable 
rivers  but  property  in  land  is  vested  in  the  Pro- 
vincial Governments  and  thus  the  control  of  the 
land  areas  on  the  Canadian  side  of  the  Falls  comes 
within  the  competence  of  the  Government  of  On- 
tario. The  Niagara  Falls  Commission  was  en- 
dowed by  the  Provincial  Legislature  with  power  to 
regulate  the  use  of  water  diverted  from  Niagara 
Falls  as  well  as  to  determine  the  character  of  any 
works  which  might  be  constructed  for  the  utiliza- 
tion of  water.  The  Commission  was  also  endowed 
with  authority  to  grant  franchises  to  companies  for 
the  generation  of  power,  subject  to  the  approval  of 
the  Provincial  Government.  Up  till  that  time,  the 
only  power  taken  from  the  Falls  on  the  Canadian 
side  was  the  small  quantity  of  2,100  H.P.  used  by 
the  generating  plant  of  the  Niagara  Falls  Park 
and  Eiver  Railway- 
In  1887,  a  group  of  American  and  Canadian  pro- 
22 
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moters  formed  a  company  named  The  Ontario 
Power  Company  with  the  object  of  developing 
water  power  by  means  of  a  canal  from  the  Welland 
River  or  Chippawa  Creek  to  the  Niagara  Gorge. 
The  Company  applied  for  and  obtained  a  Dominion 
charter.1 

This  Dominion  charter  to  the  Ontario  Power 
Company  was  still  in  force,  although  no  construc- 
tion had  been  undertaken  in  respect  of  it,  when  in 
1892,  representatives  of  capitalists  in  the  United 
States  approached  the  Ontario  Government  and 
offered  to  install  a  plant  on  the  Canadian  side. 
They  proposed  to  develop  150,000  H.P.,  to  submit 
their  plans  for  approval  to  the  Niagara  Park  Com- 
mission and  to  pay  to  the  Provincial  Treasury 
$10,000  a  year  for  the  first  ten  years  with  $1,000 
additional  per  annum  for  the  succeeding  ten  years, 
and  $35,000  a  year  for  further  periods,  on  condition 
of  being  given  a  monopoly  of  the  production  of 
power  from  Niagara  Falls  on  the  Canadian  side 
during  the  currency  of  their  lease.  The  Ontario 
Government  of  the  day  had  not  previously  looked 
upon  the  Niagara  Falls  as  a  provincial  asset.  The 
only  charter  of  importance  had  been  granted  to  the 
Ontario  Power  Company  by  the  Dominion  Govern- 
ment. There  seemed  no  prospect  of  the  Provincial 
Treasury  deriving  any  benefit  and  no  work  had 
been  done  in  connection  with  the  charter.  The 


1  Ontario  Power  Company,  Acts  relating  to,  Statutes  of  Canada 
1887  Ch.  120,  1891,  Ch.  126,  1893  Ch.  89,  and  1899,  Ch.  105. 
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Provincial  Government  therefore  decided  to  ignore 
it.  The  prospect  of  receiving  even  a  small  annual 
rental  from  a  disregarded  source  was  dazzling* 
The  Government  was  so  afraid  that  "the  lunatics," 
as  it  called  the  members  of  the  new  syndicate, 
might  change  their  minds,  that  an  arrangement 
was  speedily  concluded  with  the  leader  of  the 
Opposition  [then  Mr.  (afterwards  Sir)  William 
Meredith]  to  permit  the  passage  through  the  Legis- 
lature of  the  necessary  Act  without  discussion  and 
without  delay.  The  only  qualifications  upon  the 
original  proposals  were  that  the  franchise  should 
run  for  twenty  years  with  the  option  of  renewals 
for  four  similar  periods  and  that  the  promoters 
should  undertake  to  provide  for  the  supply  of 
10,000  H.P.  ready  for  actual  use  by  November  1, 
1898.2 

The  franchise  was  accompanied  by  a  monopoly 
as  proposed.  The  Canadian  Niagara  Power  Com- 
pany, a  subsidiary  company  of  the  Niagara  Falls 
Power  Company  on  the  American  side,  was  formed 
to  operate  the  franchise. 

The  passing  of  this  Act  by  the  Ontario  Legisla- 
ture was  followed  by  an  outcry.  The  Ontario 
Power  Company  very  naturally  considered  that 
right's  given  to  it  by  the  Dominion  Parliament  had 
been  over-ridden  by  the  Provincial  House.  This 
indeed  was  the  first  of  a  series  of  questionable  Acts 

2  Queen  Victoria  Park  Commissioners  and  Canadian  Niagara 
(Power  Co.  Agreement  of  April  7,  1892.   Toronto  1897. 
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passed  by  the  Ontario  Legislature  in  connection 
with  the  development  of  power  at  Niagara.  There 
was  no  excuse  for  it,  excepting  that  from  the  point 
of  view  of  the  Legislature,  that  body  could  do  what 
it  liked.  There  can  be  no  doubt  that  the  bad  exam- 
ple set  by  the  Ontario  Government  of  that  day  in 
nullifying  a  contract  entered  into  by  the  Dominion 
Parliament,  encouraged  subsequent  Ontario  and 
other  Provincial  Governments  in  the  adoption  of 
a  similarly  arbitrary  and  unjust  policy.  The  ques- 
tion of  a  grant  of  a  monopoly  overriding  a  Domin- 
ion Statute  and  Charter  fell,  however,  into  the 
background  after  an  acrimonious  controversy.  The 
new  company  was  unable  to  finance  the  construc- 
tion necessary  to  sustain  its  monopoly,  and  the  old 
company,  even  if  there  had  been  no  monopoly,  was 
equally  unable  to  undertake  the  construction  of  its 
projected  plant.  The  conditions  of  the  demand 
for  power  at  that  time  and  the  financial  situation 
were  not  favorable.  The  period  allowed  by  the 
Niagara  Power  Company's  agreement  having  ex- 
pired without  any  work  having  been  undertaken, 
the  monopoly  lapsed  and  no  attempt  was  made  to 
revive  it.  In  1899,  the  Company  entered  into  a  new 
Agreement  with  the  Ontario  Government  under 
which  annual  rentals  were  fixed  according  to  the 
quantity  of  power  developed — $15,000  for  any  de- 
velopment up  to  10,000  E.H.P.  and  $1  per  H.P.  ad- 
ditional for  power  up  to  20,000  H.P. ;  $0.75  per  H.P. 
additional  from  20,000  to  50,000  H.P.  and  $0.50  per 
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H.P.  for  any  excess  over  50,000  H.P.  A  franchise 
was  granted  for  fifty  years  with  an  option  of  re- 
newal for  three  subsequent  periods  of  twenty  years 
each,  subject  to  readjustment  of  the  rentals  at  each 
renewal.  There  was  a  provision  that  10,000  E.H.P. 
was  to  be  available  by  July  1,  1903.  Subsequently 
an  extension  of  a  year  was  granted  and  a  penalty 
of  $500  per  week  was  provided  for  in  cases  of  non- 
fulfilment  of  the  agreement. 

In  1900,  the  Ontario  Power  Company,  irrespec- 
tive of  any  claims  it  might  have  under  the  Domin- 
ion charter,  entered  into  an  agreement  with  the 
Niagara  Park  Commissioners  representing  the  On- 
tario Government.  This  agreement  permitted  the 
company  to  divert  sufficient  water  from  Niagara  to 
develop  200,000  E.H.P.  A  franchise  was  granted 
to  the  Company  for  fifty  years  from  April  1,  1900, 
with  an  option  of  three  renewals  for  twenty  years 
each,  subject  to  terms  and  readjustment  of  terms 
as  in  the  case  of  the  other  Company.3  Both  Com- 
panies now  prosecuted  the  work  of  construction 
vigorously  and  by  1905,  they  were  supplying  power 
partly  for  use  in  Canada  and  partly  for  export. 


8  Agreement  of  April  11,  1900.  Toronto  1900. 
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NIAGARA  ATTRACTS  THE  ATTENTION  OP  POLITICIANS 
1902-1906 

Up  till  the  year  1902,  Niagara  was  not  in  politics, 
nor  were  politics  specially  concerned  with  Niagara. 
In  that  year  there  began  a  series  of  political  con- 
troversies in  which  municipal  councils  and  the 
Provincial  Legislature  were  alike  engaged.  These 
controversies  were  promoted  and  followed  by  a 
movement  the  full  consequences  of  which  to  the 
Provincial  financial  credit  and  to  the  character  of 
Provincial  administration  have  yet  to  be  realized. 
The  controversies  in  question  began  immediately 
before  the  granting  of  a  charter  about  to  be  men- 
tioned. They  raged  round  that  charter  and  they 
continued  during  the  whole  history  of  the  Company 
to  which  the  charter  was  granted.  A  clear  under- 
standing of  the  origin  and  character  of  this  hostile 
movement  against  private  enterprise  in  Ontario  is 
essential  to  comprehension  of  the  present  situation 
in  that  Province.  The  general  effect  of  this  move- 
ment has  undoubtedly  been  the  deterioration  of  the 
administration  and  the  discouragement  of  invest- 
ment of  capital. 
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Hostility  to  the  operation  of  public  utilities  by 
Joint  stock  companies  had  been  developing  for  some 
years  both  in  the  United  States  and  in  Canada, 
especially  in  Ontario,  and  more  specifically  in  To- 
ronto, when  in  1902  this  hostility  became  acute  in 
that  City.  At  that  time  two  important  public  serv- 
ices were  under  Company  control,  The  Gas  Works 
and  the  Street  Railway.  The  former  was  a  stable 
and  well-managed  enterprise.  No  fault  was  found 
with  the  service,  but  the  idea  gradually  took  form 
in  the  public  mind  that  it  was  too  profitable.  An 
incipient  movement  toward  municipalization  was 
headed  off  by  the  Company  which  offered  to  make 
the  Municipal  Corporation  a  partner  in  the  Com- 
pany and  to  admit  upon  its  Board  of  Directors  a 
representative  of  the  City.  This  plan  has  worked 
well  and  the  Gas  Company  has  long  been  outside 
the  sphere  of  political  agitation.  The  Street  Eail- 
way had  a  different  fortune.  While  it  still  em- 
ployed horse  traction,  it  was  acquired  by  an  active 
group  headed  by  Sir  William  Mackenzie,  who 
shortly  afterwards  began  the  series  of  railway  con- 
structions in  the  Canadian  Northwest  which  even- 
tually became  the  Canadian  Northern  Railway 
System.1  The  Toronto  Street  Railway  was  electri- 
fied in  1892,  the  plant  being  operated  by  steam 
power.  The  relations  between  the  Street  Railway 
Company  and  the  City  Council  were  never  very 


1  This  system  was  ultimately  acquired  by  the  Dominion  Govern- 
ment. 
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friendly.  In  the  later  years  of  the  last  century, 
these  relations  became  acutely  hostile.  There  were 
probably  faults  on  both  sides.  The  City  Council 
was  perhaps  unduly  harassing  in  its  demands  and 
the  direction  of  the  Company  was  perhaps  tactless 
in  its  relations  with  the  Council.  Thus  when  it 
was  proposed  to  install  a  plant  for  the  generation 
of  electrical  power  at  Niagara  Falls,  to  transmit 
that  power  to  Toronto  and  to  apply  it  to  the  Street 
Railway  and  to  domestic  and  street  lighting,  the 
project  was  like  tinder  applied  to  material  already 
inflammable.  The  wildest  canards  were  set  afloat. 
Sir  William  Mackenzie  was  accused  of  having 
allied  himself  with  the  New  York  Central;  there 
was  to  be  a  huge  merger  of  electrical  interests  at 
Niagara  Falls  and  Toronto  was  to  be  placed  at  the 
mercy  of  foreign  capital.  There  was  not  a  word  of 
truth  in  all  this,  but  these  canards  served  to  con- 
tribute to  the  propaganda  of  those  who  were  at  that 
time  advocating  public  ownership.  Sir  William 
Mackenzie  was  not  in  fact  moving  in  the  matter. 
The  project  arose  out  of  the  circumstances  of  the 
time. 

The  Directors  of  the  Toronto  Electric  Light  Com- 
pany conceived  the  idea  of  bringing  electricity  at 
high  tension  from  Niagara  Falls  for  the  purpose  of 
their  own  Company  and  entered  into  negotiations 
with  the  Niagara  Falls  Power  Company  of  New 
York  for  the  purchase  of  power.  The  Directors  of 
the  Toronto  Electric  Light  Company  formed  an- 
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other  Company  under  the  name  of  the  Toronto  and 
Niagara  Power  Company  for  the  purpose  of  trans- 
mitting and  distributing  the  electrical  power  which 
they  intended  to  purchase.  This  Company  was  in- 
corporated by  an  Act  of  the  Dominion  Parliament 
passed  in  1902  (2  Edw.  VII.  Ch.  107).  There  was 
no  provision  in  this  Act  for  the  generation  of  power 
by  the  Company.  The  negotiations  with  the  Niag- 
ara Falls  Power  Company  having  fallen  through, 
the  incorporators  of  the  Toronto  and  Niagara 
Power  Company  under  the  name  of  "The  Syndi- 
cate" obtained  on  January  28,  1903,  a  franchise 
from  the  Commissioners  of  the  Queen  Victoria 
Niagara  Falls  Park  who  were  authorized  by  the 
Provincial  Government  to  grant  such  franchises. 
The  franchise  permitted  it  to 

generate  electricity  and  pneumatic  power,  or  any  other 
power  to  be  transmitted  ...  to  places  beyond  the  Park 
.  .  .  and  the  Commissioners  granted  .  .  .  license  irre- 
vocable to  take  from  the  waters  of  the  Niagara  River 
within  the  Park  a  sufficient  quantity  of  water  to  develop 
125,000  E.H.P.  The  Syndicate  is  given  the  right  to  con- 
struct and  operate  works  .   .  . 

For  this  franchise  and  these  rights  the  Syndicate 

agreed  to  pay  to  the  Commissioners  the  following 

rentals : 

1°  A  clear  yearly  rental  of  $15,000. 

2°  $1.00  per  horsepower  per  annum  for  power  gener- 
ated and  used  and  sold  or  disposed  of  for  10,000  H.P. 
up  to  20,000  H.P.,  75  cents  per  H.P.  per  annum  from 
20,000  up  to  30,000  H.P.,  50  cents  per  H.P.  per  an- 
num for  over  30,000  H.P. 
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The  total  rental  for  125,000  H.P.  would  thus  be 
$80,000  per  annum.  In  consideration  of  these  pro- 
visions, the  Park  Commissioners  agreed  as  follows 
(paragraph  16) : 

The  Commissioners  will  not  themselves  engage  in  mak- 
ing use  of  the  water  to  generate  electric,  pneumatic  or 
other  power  except  for  purposes  of  the  Park  .  .  . 

It  will  be  seen  later  that  this  clause  in  the  agree- 
ment was  absolutely  disregarded  by  subsequent 
Governments. 

After  receiving  its  franchise,  The  Syndicate 
formed  The  Electrical  Development  Company  and 
obtained  from  the  Government  of  the  Province  of 
Ontario  a  charter  of  incorporation  dated  February 
18,  1903.  The  Toronto  and  Niagara  Power  Com- 
pany was  then  merged  in  the  Electrical  Develop- 
ment Company,  which  thus  came  to  be  possessed  of 
the  powers  granted  by  the  Dominion  Parliament  to 
the  former  Company  in  1902.  To  the  latter  Com- 
pany was  also  assigned  the  franchise  procured  by 
the  former  Company  from  the  Park  Commissioners. 
This  assignation  was  effected  on  March  21,  1903. 
All  franchises  granted  and  agreements  entered  into 
by  the  Park  Commissioners  are  subject  to  the  ap- 
proval of  the  Provincial  Government  and  this  fran- 
chise had  previously  been  so  approved. 

The  state  of  mind  which  had  been  by  various 
means  worked  up  induced  the  City  Council  of  To- 
ronto to  adopt  a  hostile  attitude  towards  the  Elec- 
trical Development  Company  when  it  applied  for 
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its  charter  from  the  Provincial  Legislature.  Those 
who  were  customarily  nervous  about  Dominion  in- 
terference with  Provincial  rights  were  up  in  arms 
against  the  Dominion  Parliament.  They  argued 
that  the  Dominion  had  encroached  upon  the  Pro- 
vincial prerogative  in  giving  to  the  Toronto  and 
Niagara  Power  Company,  on  the  footing  that  its 
operations  would  be  for  the  general  benefit  of  Can- 
ada, powers  to  use  the  City  streets  for  the  erection 
of  its  poles  or  to  take  up  these  streets  for  the  con- 
struction of  electrical  conduits,  etc.  Great  pressure 
was  brought  to  bear  upon  the  Provincial  Legisla- 
ture to  refuse  the  charter,  but  tftg  Proving  1  Gov- 
ernment was  at  that  time  more  anxious  to  secure 
rftVftnueTTOilPL^  thanit  was  to 

plaeatej^he  CTty^C^mcil  of_Toronto^and  the  char- 
ter was  grantedT'Tt  sbould ""be "observed  that  the 
contemporary  Provincial  Government  was  a  Liberal 
Government  while  the  City  of  Toronto  returned  in 
general  conservatives  both  to  the  Provincial  Legis- 
lature and  to  the  Dominion  Parliament. 

The  capital  of  the  Electrical  Development  Com- 
pany was  |11,000,000,  $6,000,000  in  First  Mortgage 
Bonds  and  $5,000,000  in  Stock.  After  many  engi- 
neering difficulties,  the  construction  of  the  works 
of  this  Company  was  effected,  a  transmission  line 
was  built  to  Toronto  and  it  began  in  1907  to  supply 
electricity  to  the  Toronto  Street  Railway  Company, 
and  to  the  Toronto  Electric  Light  Company,  both 
of  these  Companies  having  previously  used  steam 
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electric  plants.  The  interests  controlling  the  con- 
suming Companies  and  the  generating  Company 
were  practically  identical.  Most  of  the  capital  for 
the  new  enterprise  was  obtained  in  London. 

While  the  forebay  excavations  for  the  Niagara 
plant  of  the  Electrical  Development  Company  were 
being  made,  it  became  apparent  that  a  very  much 
larger  body  of  water  would  be  available  than  had 
been  anticipated,  and  that  it  would  be  possible  from 
the  same  forebay  to  develop  an  additional  125,000 
E.H.P.  In  April,  1905,  while  there  was  yet  time  to 
do  the  necessary  work  before  the  coffer  dam  was 
removed,  a  second  franchise  was  applied  for.  This 
franchise  was  granted  by  the  Provincial  Govern- 
ment on  April  14,  1905.  The  then  Premier,  Mr.  G. 
W.  Ross,  insisted  upon  a  provision  to  the  effect  that 
one-half  of  the  additional  power,  or  62,500  H.P., 
should  be  kept  available  for  the  Municipalities  and 
should  be  sold  to  them  if  they  desired  it  at  prices 
to  be  fixed  by  the  Government.2 

The  Liberal  Government  of  Ontario  introduced 
in  1903,  a  measure  "to  provide  for  the  construction 
of  Municipal  Power  Works  and  the  Transmission, 
Distribution  and  Supply  of  Electrical  and  other 
Power  and  Energy.3  This  Bill  was  brought  in  by 
the  Government  in  obedience  to  the  clamor  of  some 
of  the  Ontario  Municipalities.  The  measure  gave 
Municipalities  authority  to  organize  municipal 

■  For  the  outcome  of  this  franchise,  see  below. 

•Passed  in  1903  as  8  Edward  VII  Ch.  25  Ontario  Statute*. 
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supply  of  power  if  they  desired  to  do  so;  but  it 
required  that  before  they  attempted  any  construc- 
tion, they  must  make  full  investigation  into  the 
project.  The  details  of  the  subject  matter  of  such 
investigation  were  given  in  the  Act,  and  the  mode 
in  which  the  investigation  was  to  be  conducted  by 
commissioners  appointed  by  the  Municipalities 
was  prescribed.  The  Government  was  to  undertake 
no  responsibility  nor  was  it  to  be  liable  for  any  ex- 
penses. If  a  Municipality  undertook  to  transmit 
and  distribute  power  in  consequence  of  a  report 
favorable  to  that  course  being  rendered  by  the 
Commission,  it  was  permitted  to  issue  debentures 
under  certain  regulations ;  but  it  was  not  permitted 
to  increase  its  debenture  debt  beyond  the  amount 
fixed  by  the  Municipal  Act  nor  was  the  Municipal- 
ity permitted  to  increase  the  rate  of  taxation  which 
under  that  Act  it  was  permitted  to  levy.4  The  Gov- 
ernment had  already  in  the  contract  with  the  Elec- 
trical Development  Company,  pre-empted  the  sup- 


4  A  Clause  is  to  be  found  in  the  Ontario  Municipal  Act,  known 
as  the  Conmee  Clause,  intended  to  prevent  municipalities  from 
resorting  either  to  expropriation  or  to  ruinous  competition,  in 
order  to  acquire  "gas,  electric  light  or  water  works,"  and  to  re- 
quire municipalities  to  purchase  any  existing  companies  of  this 
description  operating  within  their  borders,  at  a  fair  price  after 
arbitration,  if  they  acquire  them  at  all.  See  Ontario  Statutes 
1903,  Consolidated  Municipal  Act  1903,  Sec.  566.  In  the  Revised 
Municipal  Act  1913  (Ontario  Revised  Statutes)  the  "Conmee 
Clause"  was  repealed;  but  under  section  537,  sub.  sec.  (2)  repeal 
was  not  to  take  effect  until  a  Proclamation  in  that  behalf  by  the 
Lieutenant-Governor  was  issued.  No  such  Proclamation  has  been 
issued  so  that  contrary  to  the  customary  opinion  in  Ontario,  the 
"Conmee  Clause"  is  still  in  force. 
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ply  of  62,500  H.P.  for  the  Municipalities  if  they 
should  desire  to  use  that  quantity.  The  Act  per- 
mitted the  common  action  of  groups  of  Municipali- 
ties. One  group  of  Municipalities  availed  itself 
of  the  terms  of  the  Act  and  appointed  a  Commis- 
sion. This  Commission  came  to  be  known  as  the 
Municipal  Electric  Commission. 

The  Commission  was  appointed  by  a  group  of 
Municipalities — Toronto,  London,  Brantford,  Strat- 
ford, Woodstock,  Ingersoll  and  Guelph.  The  Com- 
mission consisted  of  one  representative  of  Toronto, 
one  of  Brantford,  and  one  of  London  (the  last 
mentioned  being  Mr.  Adam  Beck  who  was  a  Minis- 
ter in  the  cabinet  of  the  Conservative  Government 
of  Sir  James  Whitney) .  The  only  technically  qual- 
ified member  of  the  Commission  was  Professor  R. 
A.  Fessenden,  of  New  York.5 

At  a  later  period,  Sir  James  Whitney  called  this 
Act  "a  gold  brick."  6  The  Act  was  undoubtedly 
devised  for  the  purpose  of  preventing  the  Munici- 
palities from  plunging  in  an  uninstructed  fashion 
into  reckless  adventures  in  the  electrical  field.  In 
any  case,  interest  in  the  Act  was  swept  away  by  the 
more  sweeping  measures  of  the  succeeding  Govern- 
ment. 

The  City  of  Toronto,  in  addition  to  opposing  the 
charter  of  the  Toronto  and  Niagara  Power  Com- 

*  For  Report  of  this  Commission  see  below. 

•  In  debate  in  Provincial  Legislature  reported  Mail  and  Empire 
Toronto,  May  10,  1906. 
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pany,  applied  to  the  Provincial  Legislature  in  Feb- 
ruary, 1903,  for  an  Act  empowering  the  City  to 
build  a  transmission  line  of  its  own  from  Niagara 
Falls  to  Toronto.  The  Council  proposed  to  buy 
power  from  one  or  other  of  the  generating  Com- 
panies and  to  apply  the  transmitted  power  to  street 
and  domestic  lighting.  This  project  met  with  little 
support  in  the  Legislature  and  the  bill  was  thrown 
out.7  During  the  immediately  succeeding  years, 
the  attitude  of  the  City  Council  became  more  and 
more  hostile  to  the  joint  stock  electrical  enterprises. 
When  the  Electrical  Development  Company  had 
nearly  finished  its  plant  in  1906,  and  when  it  was 
almost  ready  to  supply  power,  the  question  of  a 
contract  for  street  lighting  arose.  Here  it  appeared 
as  though  the  representatives  of  the  Electrical  De- 
velopment Company  showed  a  want  of  tact.  Con- 
ceiving that  they  were  secure  in  their  position  and 
having  in  mind  that  they  had  obtained,  not  easily, 
the  large  sums  of  money  invested  in  their  enter- 
prises, having  in  mind  also  the  serious  engineering 
difficulties  they  had  encountered,  they  adopted  a 
tone  in  the  negotiations  with  the  representatives  of 
the  City  which  aroused  on  the  part  of  the  latter 
deep  resentment.  Nor  were  the  representatives  of 
the  City  more  considerate. 

A  personality  who  played  an  important  role  in 

T  For  the  arguments  advanced  in  favor  of  the  entrance  of  To- 
ronto into  the  business  of  transmission  of  Dower  rather  than  into 
that  of  generating  power,  see  Toronto  World,  February  10, 
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the  discussions  between  the  City  of  Toronto  and 
the  power  Companies  was  the  late  Cecil  B.  Smith, 
who  from  1899  to  1901  had  been  assistant  engineer 
of  the  City  of  Toronto  and  who  between  1901  and 
1904  was  resident  engineer  of  the  Canadian  Niag- 
ara Power  Company.8  He  it  was  who  suggested 
that  the  Municipalities  throughout  Ontario  should 
be  roused  against  the  Electrical  Development  Com- 
pany.9 

The  Municipalities  were  known  to  want  cheap 
power,  i.e.  power  cheaper  than  they  could  obtain  it 
from  steam  or  gas  producer  plants — not  merely  for 
industrial  purposes  but  also  for  traction  and  do- 
mestic and  street  lighting.  Indeed,  they  wanted 
cheap  power  chiefly  for  other  than  industrial  pur- 
poses. The  Municipal  Electric  Commission  having 
investigated  for  about  twelve  months,  made  its  Re- 
port public  on  April  4,  1906.  The  Commissioners, 
as  was  foreseen  from  the  circumstance  that  all  of 
them  were  previously  committed  to  the  policy  of 
municipalization  of  the  generation,  transmission 
and  distribution  of  electricity,  reported  in  favor  of 

•  Mr.  Smith  was  afterwards  engaged  in  several  civic  and  govern- 
mental undertakings.  He  was  Chairman  of  the  Timiskaming  and 
Northern  Ontario  (Government)  Railway  (1905-06),  on  the  staff 
of  the  Hydro-Electric  Power  Commission  of  Ontario  (1906-07), 
and  Superintendent  of  Construction  of  the  Winnipeg  Civic  Power 
Plant  at  Point  du  Bois  Falls  (1906). 

•  Mr.  Cecil  Smith  was  probably  the  person  chiefly  responsible  for 
inducing  Mr.  Adam  Beck  to  engage  in  a  propaganda  directed,  to 
begin  with,  towards  frightening  the  generating  Companies  into 
selling  their  current  at  a  low  price  even  although  that  price  should 
be  unremunerative. 
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the  adoption  of  such  a  policy  by  the  Municipalities 
whose  interests  they  represented.  They  suggested 
that  a  site  for  the  construction  of  a  generating 
plant  sufficient  to  develop  60,000  E.H.P.  should  be 
acquired  from  the  Park  Commissioners.  In  the 
event  of  other  Municipalities  being  unwilling  to 
cooperate,  the  seven  Municipalities  previously  men- 
tioned were  advised  to  undertake  the  responsibility. 
The  Commissioners  had  taken  trouble  to  procure 
technical  advice.  In  addition  to  Professor  Fessen- 
den,  who  was  a  member  of  the  Commission,  they 
had  consulted  Mr.  Randolph,  E.E.,  of  Chicago,  and 
Messrs.  Ross  &  Holgate,  of  Montreal.  The  Com- 
mission estimated  the  capital  required  for  the  de- 
velopment, transmission  and  distribution  of  three 
systems — one  for  the  development  of  30,000  E.H.P., 
one  for  60,000  E.H.P.,  and  one  for  100,000  E.H.P. 
The  first  was  estimated  to  cost  $6,684,000 ;  the  sec- 
ond, $9,355,000;  and  the  third,  $11,900,000.  The 
Commissioners  suggested  that  the  largest  of  these 
schemes  should  not  be  undertaken  unless  at  least 
eleven  Municipalities,  which  they  named,  cooper- 
ated in  the  scheme  along  with  the  seven  by  which 
they  were  appointed. 

The  Commissioners  proposed  to  finance  the 
scheme  which  might  be  adopted,  by  the  participat- 
ing Municipalities  through  the  issue  of  debentures 
by  them  to  the  estimated  amount  of  their  respec- 
tive shares  of  the  capital  cost.  These  debentures 
were  to  be  handed  over  to  trustees  who  were  to  sell 
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them  and  pay  the  proceeds  to  a  Board  of  Construc- 
tion Commissioners  who  were  to  be  appointed  by 
the  participating  Municipalities.  Bonds  were  then 
to  be  issued  by  the  Construction  Commissioners  to 
the  amount  of  the  proceeds  of  the  debentures. 

The  Commissioners  recognized  that  before  pro- 
ceeding with  the  undertaking,  the  plants  of  the 
existing  distributing  Companies,  then  operating  by 
steam  power  in  Toronto,  London  and  Brantford, 
would  have  to  be  purchased,  and  they  suggested 
that  the  participating  municipalities  apply  for 
powers  to  purchase  these  plants.  The  Report  con- 
cluded by  stating  that  a  large  saving  amounting  to 
63%  would  result  from  the  operation  of  the  munici- 
pal system  and  that  under  it  electricity  could  be 
sold  at  prices  beyond  the  reach  of  permanent  com- 
mercial competition.  This  the  Report  stated  was 
not  open  to  argument. 

It  is  doubtful  if  at  that  time  (1906)  the  seven 
Municipalities  could  have  raised  in  the  open  mar- 
ket upon  favorable  terms,  without  the  guarantee 
of  the  Government,  the  amounts  named  in  the  es- 
timates plus  any  increase  of  the  cost  of  construction 
over  these  estimates  and  plus  the  cost  of  acquiring 
the  distributing  systems  from  the  existing  Com- 
panies. It  is  also  doubtful  if  the  several  interests 
of  widely  separated  municipal  corporations  could 
have  been  reconciled  in  such  a  way  as  to  permit 
the  scheme  to  work  smoothly  or  that  the  Munici- 
palities would  have  supplied  adequate  capital  or 
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the  means  for  providing  adequate  technical  man- 
agement. Yet  this  municipal  scheme  was  to  a  cer- 
tain extent  a  fair  one.  The  Commission  proposed 
that  the  distributing  Companies  should  be  pur- 
chased to  begin  with,  then  that  a  transmission  line 
should  be  erected  and  a  generating  plant  con- 
structed. The  Municipal  Commission  would  thus 
have  entered  into  active  competition  with  the  power 
Companies.  Excepting  for  the  expropriatory 
powers  applied  for  by  the  Commission,  such  powers 
being  denied  by  the  Conmee  clauses  to  which  the 
Commissioners  asked  amendment,  the  competition 
of  the  Municipal  Commission  would  not  have  had 
the  power  distributing  Companies  at  a  disadvan- 
tage. The  competition,  in  terms  of  the  recommen- 
dations, might  have  been  fairly  conducted.  For 
that  very  reason  the  Report  excited  little  interest, 
the  propaganda  had  been  active  while  the  Com- 
mission was  doing  its  work,  and  so  far  as  the  Chair- 
man of  the  Commission  was  concerned,  the  propa- 
ganda was  part  of  that  work.  The  general  public 
was  indifferent  and  the  Hydro  enthusiasts  had 
been  formulating  wider  and  more  drastic  schemes. 
The  Municipal  Commission  had  been  appointed 
and  a  large  part  of  its  investigation  had  been  car- 
ried out  while  a  Liberal  Government  was  in  power. 
It  was  well  known  that  the  Government  was  averse 
from  engaging  the  Province  in  industrial  adven- 
tures which  must  add  to  the  obligations  of  the 
Province  and  must  embark  it  in  a  more  or  less 


NIAGARA  IN  POLITICS  41 


speculative  business.  Before  the  Beport  of  the 
Municipal  Committee  was  issued,  there  was  a 
change  of  Government.  A  Conservative  adminis- 
tration came  into  power  in  January  25,  1905,  and 
the  enthusiasts  for  "Province-wide  Hydro  develop- 
ment" had  begun  to  conduct  a  propaganda  by 
means  of  which  they  hoped  to  force  the  new  Gov- 
ernment not  merely  to  bring  in  the  further  legis- 
lation necessary  to  enable  the  Municipalities  to 
carry  out  their  schemes,  but  also  to  save  the  Munici- 
palities the  trouble  and  risk  of  financing  them.  In 
July,  1905,  five  months  after  it  assumed  office,  the 
Government  was  induced  to  appoint  a  Provincial 
Commission  to  do  on  a  large  scale  the  work  which 
had  already  been  partially  done  by  the  Municipal 
Commission.  Undoubtedly  at  this  stage  the  new 
Conservative  Government  was  not  eager  to  under- 
take the  responsibilities  which  were  being  thrust 
upon  it  by  eager  propagandists.  But  it  had  no 
other  policy  which  might  fairly  be  called  construc- 
tive and  therefore  it  was  exposed  to  such  an  on- 
slaught. 


V 

THE  HYDRO-ELECTBIC  POWER  COMMISSION 
FIRST  PHASE 

Investigation  and  Propaganda 

Political  craftiness  of  any  high  order  cannot 
be  attributed  to  the  promoters  of  the  Hydro;  yet 
if  they  had  been  exceedingly  crafty,  their  methods 
for  attainment  of  their  ends  would  not  have  dif- 
fered substantially  from  those  they  adopted.  At 
the  commencement  of  their  propaganda,  they  as- 
sumed a  very  plausible  tone;  they  extolled  the  ad- 
vantages of  public  ownership  and  assured  the  small 
consumer  of  power  that  his  rates  would  be  "cut  in 
two";1  they  avoided  any  direct  attack  upon  prop- 
erty and  scorned  the  idea  that  the  carrying  out  of 
their  projects  involved  spoliation;  in  every  way 
they  were  conciliatory.  Only  after  their  propa- 
ganda acquired  momentum  did  they  become  trucu- 
lent and  then  they  became  very  truculent. 

After  they  had  worked  up  the  Municipalities  to 
a  certain  point,  their  next  step  was  to  get  the  Pro- 
vincial government  to  appoint  a  Commission  of 

1  Toronto  Telegram,  December  26,  1906,  quoting  from  letter  by 
P.  W.  Sothman,  Chief  Engineer  of  the  Hydro-Electric  Power 
Commission  to  the  Board  of  Control  of  the  City  of  Toronto. 

42 
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Inquiry.  This  the  Government  could  do  without 
bringing  the  question  before  the  Legislature,  thus 
avoiding  debate  which  from  the  point  of  view  of 
the  Hydro  promoters  would  have  been  premature. 

The  Commission  was  appointed  by  the  Govern- 
ment in  July,  1905,  and  the  membership  of  it  was 
determined  with  a  view  to  the  eventual  Report. 
The  Chairman  of  the  Commission  was  Mr.  Adam 
Beck,  who  was  a  member  of  the  Government  with- 
out portfolio,  and  who  was  also  a  member  of  the 
Municipal  Commission.  There  were  two  other 
members  of  the  Provincial  Commission.  Neither 
was  a  person  of  importance  or  of  special  qualifica- 
tions for  such  an  office.  The  Chief  Engineer  to  the 
Commission  was  Mr.  Cecil  B.  Smith,  who  has  been 
mentioned  above.  The  Chairman  and  the  Chief 
Engineer  practically  constituted,  and  certainly 
completely  controlled,  the  Commission.  They  were 
both  deeply  committed  beforehand  to  the  Hydro 
plans.  In  fact,  these  were  largely  their  own  work. 
That  the  Eeport  should  show  decided  partiality 
for  the  Provincial  Hydro  schemes  was  therefore  a 
foregone  conclusion.  The  date  of  the  appointment 
of  the  first  Hydro-Electric  Power  Commission  was 
July  5,  1905.  After  a  few  months,  one  of  the  mem- 
bers resigned  on  account  of  ill  health  and  in  conse- 
quence there  was  some  delay  until  on  January  26, 
1906,  when  a  fresh  Commission  was  issued.  The 
Report  was  the  result  of  the  work  of  the  two  prac- 
tically identical  Commissions,  one  lasting  about  six 
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months  and  the  other  about  two  months.  The  re- 
port was  issued  on  April  4,  1906.2  Considered  as 
an  account  of  an  official  investigation  into  a  sub- 
ject of  great  complexity  and  of  enormous  financial 
and  industrial  importance,  the  Eeport  is  of  the 
most  meagre  and  unsatisfactory  character.  It  con- 
sists largely  of  the  demands  formulated  at  the  in- 
stigation of  the  Commission  by  the  Municipalities 
which  were  expected  to  participate  in  the  scheme. 
The  details  of  the  possibilities  of  supply  and  the 
probable  cost  of  it  are  very  slender.  The  Commis- 
sion explains  this  by  saying  that  the  Hamilton 
Cataract  Company  and  the  Niagara  Power  Com- 
pany alone  gave  some  information,  the  other  Com- 
panies having  refused  to  recognize  the  right  of  the 
Commission  to  catechise  them  about  their  business, 
while  the  Commission  was  not  authorized  to  bring 
pressure  to  bear  upon  the  Companies.  Whatever 
may  be  said  of  the  tactfulness  or  otherwise  of  the 
attitude  of  the  recalcitrant  Companies,  or  of  the 
tactfulness  of  the  Commission,  the  absence  of  infor- 
mation indispensable  for  a  thoroughgoing  report 
which  the  Companies  might  perhaps  have  conveyed 
or  the  Commission  might  have  procured  otherwise, 
is  very  conspicuous. 

Even  under  the  circumstances,  the  Eeport  would 
have  carried  more  weight  had  it  embodied  the  opin- 
ions and  estimates  of  all  the  engineers  employed 


■The  Report  was  published  in  three  parts  called  first,  secom, 
and  third  reports,  Toronto,  1906. 
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by  the  Commission.  It  is  evident  from  the  state- 
ment8 of  M.r.  J.  Stanley  Richmond,  one  of  thest 
engineers,  that  the  reports  of  some  of  the  engineers 
were  suppressed  because  their  estimates  of  cost 
did  not  coincide  with  the  preconceived  and  widely 
disseminated  notions  of  the  promoters  of  the 
Hydro. 

The  salient  points  in  Mr.  Richmond's  letter  are 
these : 

Up  to  the  end  of  January,  1906, 1  had  the  honor  to  rep- 
resent the  Hydro-Electric  Commission  of  the  Province  of 
Ontario  in  several  of  the  localities  of  the  Province,  and 
I  suppose,  therefore,  that  it  can  be  taken  for  granted  that 
I  am  somewhat  conversant  with  the  aims  and  endeavors 
©f  this  Commission.  ...  It  hardly  needs  stating,  of  course, 
that  in  such  case  the  truth  is  the  point  aimed  at.  ...  I 
desire  to  take  up  the  analysis  of  some  of  the  statements 
contained  in  the  Commission's  Report.  .   .  . 

Power  from  a  50,000  E.H.P.  plant  can  be  delivered  to 
Toronto  at  $16.53  per  horsepower  per  year. 

Including  only  the  annual  fixed  charges  for  the 
generating  plant  and  the  similar  charges  for  the 
transmission  line,  Mr.  Eichmond  (who  gives  his 
calculation  in  detail)  estimated  the  cost  per  E.H.P. 
at  Toronto  at  f 27.73  per  E.H.P.  per  year  instead  of 
$16.53  as  given  by  the  Commission. 

Mr.  Eichmond  adds  the  significant  sentence : 

Though  as  an  electrical  and  mechanical  engineer  I  wai 
more  or  less  responsible  for  the  collection  of  a  considerable 
amount  of  power  data  in  many  of  the  localities  in  the  Prov- 
ince, the  credit  for  the  interesting  figures  contained  im 

•In  a  letter  to  The  Globe,  Toronto,  April  18,  1906. 
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the  report  of  the  Commission  belongs  wholly  to  the  Chief 
Engineer,  Mr.  Cecil  B.  Smith,  and  in  no  way,  shape  or 
form,  is  the  least  credit  due  to  myself  for  the  calculation 
or  compilations  of  the  cost  estimates  contained  in  the  re- 
port which  has  appeared. 

It  is  clear  that  where  credit  is  due,  responsibility 
must  rest.  In  disclaiming  credit  for  himself,  Mr. 
Richmond  threw  responsibility  for  the  publication 
of  estimates  which  were  not  based  upon  the  data 
collected  by  him,  upon  the  Commission  and  natu- 
rally chiefly  upon  the  then  Chief  Engineer,  the  late 
Mr.  Cecil  B.  Smith.  It  is  further  evident  that  the 
conclusions  of  the  Commission  as  regards  cost  were 
formulated  beforehand  and  were  based  not  upon 
exact  data  which  were  forthcoming  and  were  re- 
jected, but  upon  political  exigency. 

On  December  6,  1906,  the  Hydro  estimates  were 
discussed  at  a  meeting  of  the  Toronto  Engineers 
Club. 

Those  in  attendance  included  some  of  the  most  promi- 
nent engineers  in  Canada,  and  they  unhesitatingly  and 
strongly  condemned  the  engineering  features  of  the  scheme 
as  outlined  by  the  Hydro-Electric  Commission  and  Mr. 
Beck.  Since  that  date  the  engineers  in  attendance  at  that 
meeting  have  been  the  subjects  of  attack,  and  their  mo- 
tives openly  called  in  question  at  public  meetings  for  ven- 
turing to  express  their  views  on  a  subject  with  which  they 
were  fully  conversant.  No  attempt  has  been  made  to 
meet  the  arguments  advanoed  at  the  meeting  of  the  Engi- 
neers' Club  beyond  the  sweeping  assertion  that  they  were 
the  opinions  of  interested  or  disgruntled  engineers.  The 
injustice  of  these  attacks  has  called  forth  a  protest  from 
several  of  the  engineers  concerned,  in  which  after  re- 
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affirming  the  contention  that  the  figure  quoted  by  the  Com- 
mission's engineer  to  the  Toronto  Board  of  Controllers 
as  the  estimated  price  of  electric  energy  distributed  from 
the  outskirts  of  the  city  to  consumers  is  simply  a  farce 
and  will  not  bear  investigation,  they  summarize  their  rea- 
sons, etc.4 

Then  follows  a  detailed  criticism  of  the  Hydro 
estimates  for  Toronto.  The  above  statement  was 
drawn  up  by  the  electrical  engineers  who  were 
present  at  the  meeting.  Apparently  the  news- 
papers refused  to  publish  the  statement,  for  it  ap- 
peared in  one  newspaper  as  a  paid  advertisement 
towards  the  end  of  December,  1906.  The  document 
was  signed  by  Mr.  R.  G.  Black,  President  of  the 
Canadian  Electrical  Association,  by  the  former 
editor  of  the  Canadian  Engineer,  and  by  two  con- 
sulting electrical  engineers,  one  of  whom  was  Mr. 
J.  S.  Richmond,  whose  name  is  mentioned  above. 

It  is  quite  clear  from  a  perusal  of  the  Report  of 
the  Commission  and  from  the  criticisms  upon  it 
by  competent  persons  that  the  Report  was  desti- 
tute of  scientific  value  and  was  not  a  document 
upon  which  far-reaching  legislation  should  have 
been  based  or  even  upon  which  a  reliable  judgment 
could  have  been  formed  upon  the  soundness  of  the 
proposed  scheme. 

The  Report  of  the  Provincial  Commission  and 
that  of  the  previously  appointed  Municipal  Com- 
mission were  published  practically  simultaneously 


4  The  Globe,  Toronto,  December  22,  1906. 
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and  with  a  fanfare  of  trumpets.  The  propagan- 
dists decided  that  the  occasion  was  suitable  for  a 
demonstration  which  would  compel  the  vacillating 
Government  to  carry  out  what  they  were  anxious 
to  show  was  a  mandate  of  the  people. 

A  characteristic  example  of  the  methods  by 
which  the  furore  against  private  enterprise  was 
fomented  is  to  be  found  in  the  Eeport  of  a  meet- 
ing of  fifteen  hundred  delegates  from  the  Munici- 
palities of  Ontario,  which  took  place  at  Toronto  on 
April  10,  1906. 

Delegates  commenced  to  arrive  at  the  City  Hall  as  early 
as  ten  o'clock  .  .  .175  citizens  of  Gait  came  down  by 
special  train,  "Gait  and  Niagara  Falls"  was  their  slogan. 
The  Guelph  delegation  150  strong  came  .  .  .  on  a  special 
train  decorated  with  banners  and  streamers  bearing  the 
words  "Guelph  for  Government  Ownership/'  .  .  .  The 
Mayor  of  Toronto  suggested  that  the  Mayors,  Eeeves  and 
Chairmen  of  the  Boards  of  Trade  of  each  municipality 
should  address  the  Premier  and  Cabinet  in  one-minute 
speeches,  confining  themselves  to  a  simple  statement  of 
the  needs  of  their  respective  districts.  .  .  .  The  Mayor 
of  Toronto  answering  a  question  about  the  financing  of 
the  scheme  said  that  the  Report  [of  the  Hydro-Electric 
Commission]  provided  for  the  construction  of  a  develop- 
ing plant  for  $12,000,000  or  $15,000,000  to  be  guaran- 
teed by  the  municipalities  interested,  and  all  paid  off  in 
forty  years  by  a  sinking  fund.  Meantime  the  cost  of  oper- 
ation and  interest  charges  as  well  as  the  sinking  fund 
would  be  paid  out  of  the  revenue  derived  from  the  sale 
of  power.  After  being  photographed  on  the  steps  of  the 
City  Hall,  the  monster  deputation  was  marshaled  by  the 
City  Clerk's  men,  with  the  assistance  of  policemen,  formed 
into  line  and  proceeded  four  abreast  to  the  Parliament 
Buildings.    When  it  reached  its  destination  the  crowd  was 
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addressed  by  the  Mayor  of  Toronto.  "As  each  of  your 
speakers  come  up,  say,  'We  want  cheap  power  and  we 
want  the  Government  to  act  quickly/  "  The  deputation 
filled  the  Legislative  Chamber,  floor  and  galleries.  When 
the  members  addressed  the  Cabinet,  the  Mayor  of  Sarnia 
said:  "I  have  been  a  life-long  Grit  (Liberal),  but  if  this 
matter  is  taken  up  as  a  Government  (Conservative)  meas- 
ure, I  think  I  will  be  inclined  to  turn  over."  .  .  .  The 
Mayor  of  Stratford  said:  "Manufacturing  is  growing  in 
importance  as  an  asset  of  our  Province,  becoming  equal 
.  .  .  to  agriculture.  We  look  to  your  Government  to 
give  us  this  power,  and  at  once."  The  Premier  [Sir 
James  Whitney]  assured  the  deputation  that  there  would 
not  be  a  moment's  unnecessary  delay  on  the  part  of  the 
Government.5 

Few  actors  are  so  self-contained  that  they  can 
act  without  the  stimulus  of  applause.  In  the  Paris 
theatres  the  provision  of  such  a  stimulus  is  not  left 
to  the  hazard  of  a  capricious  audience.  It  is  pro- 
rided  by  the  employment  of  clacqueurs  who  are  in- 
structed when  and  what  to  applaud  and  when  and 
what  to  shout.  The  Report  of  the  meeting  of  the 
deputation  to  the  Government  in  1906  practically 
at  the  moment  of  the  birth  of  the  Hydro  shows  in 
a  ludicrously  conclusive  manner  the  precise  process 
of  the  Hydro  clacque.  There  is  the  precise  instruc- 
tion, the  exact  words  to  be  uttered,  the  length  of 
time  (one  minute)  during  which  each  clacqueur  was 
to  occupy  the  exclusive  attention  of  the  Govern- 
ment, the  marshaling  of  the  clacqueurs  four  deep 
and  their  distribution  over  the  whole  House.  It 


•  Toronto  News,  April  11,  1906. 
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must  be  allowed  that  the  thing  was  effectively  or- 
ganized. 

By  means  of  demonstrations  such  as  this  the 
furore  in  favor  of  the  Hydro-Electric  was  worked 
up.  Whenever  he  found  in  later  years  difficulty 
in  getting  funds  from  the  Government  (for  Sir 
James  Whitney  was  from  the  beginning  deeply  dis- 
trustful of  the  enterprise),  Sir  Adam  Beck  organ- 
ized a  demonstration  with  "banners  and  stream- 
ers" and  "one  minute  speeches."  He  easily  ter- 
rorized Government  after  Government.  These 
demonstrations  cost  money  to  organize.  The 
money  came  out  of  the  pockets  of  the  Province 
through  the  Hydro  Commission.  It  will  be  ob- 
served that  the  figures  employed  to  interest  these 
deputations  and  to  keep  up  their  enthusiasm  were 
simply  fictitious.  The  estimate  in  one  of  the 
speeches  given  above  of  f 12,000,000  to  $15,000,000 
was  exceeded  by  five  to  six  times.  The  estimate  of 
the  cost  to  the  City  of  Toronto  was  to  begin  with 
half  a  million.  Up  till  1915  the  actual  expendi- 
ture was  $7,000,000. 

Through  these  public  demonstrations  the  Hydro 
secured  the  influence  of  the  press.  Once  the  Hydro- 
Electric  actors  got  the  illusion  over  the  footlights 
and  once  the  organized  applause  of  the  clacque  was 
supplemented  by  the  genuine  applause  of  a  simple- 
minded  but  uninstructed  public,  the  press  was 
forced  to  join  in  the  applause.  Gradually  the  press 
came  to  lead  in  the  shouting  and  to  aid  in  discour- 
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aging  and  suppressing  all  criticism  of  the  Hydro. 
To  say  a  word  against  it  or  against  any  of  its  pro- 
ceedings came  to  be  tabu. 

Such  was  the  organized  method  by  which  what 
afterwards  became  the  Hydro  obtained  the  driving 
force  of  public  approval  which  enabled  it  to  con- 
trol the  Provincial  Legislature  and  to  dictate  to 
successive  Provincial  Governments.  The  dexterous 
use  of  artificially  excited  municipal  enthusiasm 
and  of  provincial  rights  unwisely  granted  in  a 
moment  of  extreme  confidence  in  the  outcome  of 
unrestrained  popular  Government  sufficed  to  place 
a  small  oligarchy  in  control  of  affairs. 

The  success  of  the  scheme  to  arouse  the  Munici- 
palities to  play  upon  their  newly  discovered  enthu- 
siasm for  "cheap  power"  was  so  great  and  the 
effect  of  monster  deputations  so  overwhelming  that 
from  the  Spring  of  1906  onwards,  the  real  Govern- 
ment of  Ontario  was  the  Hydro-Electric  Commis- 
sion, the  history  of  which  must  now  be  related. 


VI 


THH  HYDRO-ELECTRIC  POWER  COMMISSION 
SECOND  PHASE 

I 

The  Hydro  Acts 

One  month  after  the  reports  mentioned  in  the 
preceding  chapter  had  been  published,  or  on  May 
7,  1906,  and  after  the  way  had  been  prepared  by 
demonstrations,  the  first  of  the  numerous  Hydro 
Acts  was  introduced  into  the  local  Legislature. 
This  act  was  entitled,  "an  act  to  provide  for  thb 

TRANSMISSION  OF  ELECTRICAL  POWER  TO  MUNICI- 
PALITIES." The  Bill  was  read  a  second  time  on 
May  9  and  next  day  it  passed  its  third  reading 
without  discussion.  The  Liberal  leader,  Mr.  G.  W. 
Eoss,  opposed  the  Bill;  but  his  followers  "bolted." 
They  were  afraid  of  their  constituencies.  Tht 
Legislature  rose  the  same  day  (May  10).  The 
practice  which  later  was  followed  invariably,  year 
after  year,  by  the  Hydro-Electric  Power  Commis- 
sion of  introducing  Bills  (in  some  years  three  or 
four  at  a  time)  in  the  closing  days  and  even  in  the 
closing  minutes  of  a  legislative  session,  was  then  in- 
augurated.  It  is  impossible  to  avoid  seeing  in  thi* 
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practice  which  has  often  been  denounced,  a  design 

to  stifle  discussion  and  to  rush  Hydro  legislation 

before  the  weak  points  of  it  were  discovered. 

The  chief  provisions  of  this  first  Hydro  Act  were  as 
follows : 

1°  The  Commission  created  under  the  Act  was  to  con- 
sist of  three  members,  two  of  whom  might  be  and 
one  must  be  a  member  of  the  Provincial  Government. 
The  salaries  of  the  Commissioners  were  to  be  fixed 
by  the  Government. 

2*  The  Commission  was  empowered  to  fix  the  rates  for 
electrical  power  to  be  charged  to  the  municipalities 
by  itself  and  also  the  rates  charged  by  generating 
and  distributing  companies. 

[In  the  original  bill  the  Commission  was  girem 
powers  to  control  the  rates  of  "light,  heat,  power 
by  electricity  and  by  gas,"  but  the  clause  was 
amended  on  the  suggestion  of  the  Government  to 
exclude  gas  companies  from  the  control  of  the  Com- 
mission.] 

S#  The  Commission  might,  if  authorized  by  the  Gor- 
ernment  expropriate  power  plants  and  transmission 
lines  and  develop  and  transmit  electrical  energy  t« 
municipalities,  distributing  companies  and  to  rail- 
way companies. 

4*  Municipalities  obtaining  electrical  power  from  the 
Commission  were  required  to  repay  the  Commission 
the  cost  of  the  necessary  works,  the  money  for  whick 
was  to  be  raised  by  the  Government  and  expended 
by  the  Commission. 

5#  Municipal  Councils  were  required  previous  to  mak- 
ing a  contract  with  the  Commission  to  submit  a  by- 
law to  the  electors.  The  contract  was  to  be  subject 
to  approval  by  the  Government. 

6*  The  Conmee  Act  [an  Act  limiting  the  powers  of  ex- 
propriation by  municipalities]  was  declared  not  t* 
apply  to  municipalities  obtaining  power  from  tho 
Commission. 
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7°  The  Commission  was  given  full  powers  [the  consent 
of  the  Government  being  previously  obtained]  to  take 
lands,  etc.,  in  the  same  manner  as  in  the  case  of  the 
Minister  of  Public  Works. 
8°  In  addition  to  the  price  payable  by  any  municipality, 
it  was  required  to  pay  its  proportion  of  the  following 
charges:  (a)  Interest  at  4  per  cent  on  moneys  paid 
by  the  Commission  on  Capital  account;  (b)  an  annual 
sum  sufficient  to  form  in  30  years  a  sinking  fund 
for  the  retirement  of  the  securities  issued  by  the 
Province,  i.  e.,  cost  of  operating,  maintaining,  re- 
pairing, renewing  and  insuring  works. 
9°  The  Commission  was  required  to  account  to  the  Gov- 
ernment for  all  moneys  received. 

10°  Complaints  made  by  municipalities  or  against  munici- 
palities will  be  dealt  with  by  the  Commission. 

11°  Municipalities  are  subject  to  a  penalty  of  $100  for 
disobedience  of  an  order  given  by  the  Commission; 
and  any  company  refusing  to  furnish  information  to 
the  Commission  was  subject  to  a  similar  penalty. 

12°  The  Government  is  authorized  to  raise  by  loan  on 
the  credit  of  the  Province  the  sums  required  for  the 
purposes  of  the  Act. 

In  introducing  the  Bill,  Mr.  Beck  simply  ex- 
plained its  provisions  briefly.  He  admitted  that 
under  then  "existing  agreements  with  the  com- 
panies at  Niagara  Falls,  Canadian  consumers  were 
assured  of  as  low  rates  as  are  charged  in  the  United 
States."  And  he  stated  that  if  the  Government  was 
prepared  to  enter  into  negotiations  with  a  group 
of  capitalists  by  whom  it  had  been  approached, 
this  group  "would  undertake  to  develop  and  trans- 
mit power  at  the  prices  mentioned  in  the  reports 
of  the  Hydro  Commission."   "That  meant  that  if 
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the  Commission  said  power  could  be  delivered  at 
Toronto  at  $17,  the  company  was  prepared  to  take 
the  contract."  He  said  also  that  "the  present  com- 
panies (at  Niagara)  would  absorb  the  whole  of 
the  present  supply."  "Under  the  existing  arrange- 
ments the  companies  were  permitted  to  export  one- 
half  of  the  power  supply."  .  .  .  "He  hoped  that 
the  whole  of  the  36,000  ft.  would  be  available  for 
Canada  when  required." 

The  extremely  moderate  and  plausible  tone  of 
the  speech  in  which  the  Bill  was  introduced  was 
very  noticeable.  Although  the  powers  given  to  the 
Commission  were  wide,  there  was  no  suggestion 
that  they  were  otherwise  than  permissive.  Noth- 
ing could  be  done  by  the  Commission  without  the 
approval  of  the  Government. 

The  Premier  (Mr.  Whitney)  said  that  the  Act 
gave  the  Hydro  Commission  power  to  fix  a  reason- 
able rate  and  if  the  generating  Companies  refused 
to  accept  that  rate,  then  the  Commission  had  power 
to  expropriate.  He  believed  that  the  object  of  the 
Bill  "would  be  arrived  at  without  drastic  meas- 
ures on  the  part  of  the  Government  being  neces- 
sary. He  believed  that  the  Government  would  be 
able  to  carry  out  its  scheme  to  the  satisfaction  of 
reasonable  producers  and  reasonable  consumers 
and  that  expropriation  would  not  be  necessary."1 

The  form  of  phrase  in  this  speech  showed  that 


1  The  Toronto  World,  May  8,  1906. 
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the  Premier  regarded  the  Hydro  as  a  Department 
of  the  Government.  He  evidently  did  not  think  of 
it  as  being  under  the  control  of  the  Municipalities 
and  still  less  as  being  likely  to  exceed  the  powers 
conferred  upon  it  or  as  being  likely  to  act  in  an 
irresponsible  fashion.  There  were  criticisms  of 
the  Hydro  schemes  and  many  technical,  economi- 
cal and  legal  difficulties  were  anticipated,  but  that 
which  actually  happened  was  not  foreseen,  or  at 
all  events,  not  publicly  anticipated  by  anyone. 

It  was  not  to  the  interest  of  Sir  James  Whitney 
to  alarm  the  rank  and  file  of  the  Conservative  Party 
whose  leader  he  had  just  become,  and  by  whose 
votes  he  was  placed  in  power.  He  therefore  gave 
repeated  assurances  publicly  in  the  Legislature3 
and  privately  to  the  representatives  of  the  gener- 
ating Companies  that  the  rights  granted  to  these 
Companies  by  the  Government  would  not  be  with- 
drawn. He  held  up  his  hands  in  horror  when  in- 
terference with  "vested  interests"  was  suggested. 
A  Conservative  Government  could  never  commit 
such  an  offence.3 

From  a  financial  point  of  view  also,  the  approach 
was  very  gradual.  Sir  James  Whitney  said  that 
he  did  not  believe  that  so  much  as  $10,000,000 

a  As  for  example  in  the  debate  on  the  Bill  in  the  Provincial 
Legislature,  May  8  and  9,  1906,  see  Globe,  Mail  and  World, 
Toronto,  May  9  and  10,  1906. 

•This  information  was  given  to  the  writer  at  the  time  by  one 
of  the  legal  advisers  (afterwards  on  the  Bench)  of  the  generat- 
ing Companies. 


NIAGARA  IN  POLITICS  5% 

would  have  to  be  borrowed,  but  if  such  a  sum 
were  required,  he  supposed  that  it  could  be  found. 
Sir  Adam  Beck  was  similarly  conciliatory  and 
modest  in  his  demands  in  the  early  stages  of  the 
Hydro.  He  gave  the  most  modest  estimates  of 
cost.  The  Commission  was  going  to  arrange  ami- 
cably with  the  generating  Companies  and  almost 
from  the  beginning  the  returns  were  going  to  be 
sufficient  to  cover  the  whole  cost. 

Possibly  both  Sir  James  Whitney  and  Sir  AdanS 
Beck  really  believed  that  the  estimates  of  the 
Hydro  were  not  likely  to  be  exceeded;  possibly 
they  both  believed  in  their  own  optimistic  speeches; 
The  stock  and  bond  market,  however,  took  fright. 
The  shares  of  the  generating  Companies  began  to 
fall  and  soon  the  shares  could  hardly  be  sold  at  anjr 
price.  Even  the  bonds  were  at  a  heavy  discount.! 
The  Government  of  Ontario  had  already  cancelled: 
a  contract  when  cancellation  seemed  to  be  profitable 
to  the  Government;4  it  might  very  easily  cancel 
another.  Thus  soon  after  the  Hydro  Commission^ 
was  appointed,  the  effect  upon  the  credit  of  indus*1 
trial  enterprises  in  the  Province  began  to  make  it- 
self manifest. 

Yet  the  Government  was  able  to  hold  its  head 
high.    The  Municipalities  were  behind  the  Hydro 


4  See  The  Florence  Mining  Company  versus  The  Cobalt  Mint- 
ing Company  1909,  18  Ontario  Law  Reports  p.  275.  The  Privy 
Council  decision  in  this  case  was  given  in  1910,  see  43  OntarioLaw 
Reports  p.  474. 
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and  behind  the  Government.  The  Conservative 
rank  and  file  might  be  otherwise  propitiated.  Thus 
the  official  blessing  of  the  Conservative  Government 
and  of  the  Conservative  Party  was  given  to  the 
Hydro  and  all  the  forces  of  political  conservatism 
were  behind  the  Hydro. 

The  Act  was  passed  and  the  Hydro  Electric 
Power  Commission  was  erected  as  a  permanent 
body,  not  identical  with  but  partaking  in  general 
of  the  character  of  a  Government  department.  The 
Municipalities  had  been  anxious  to  get  control  of 
the  Commission  but  they  were  unsuccessful;  the 
Government  created  the  Commission  and  so  far  as 
legal  provision  could  go,  the  Government  intended 
to  control  the  Commission.  Providence  arranged 
otherwise — the  Commission  controlled  the  Govern- 
ment. 

The  Hydro  was  at  once  the  consequence  of  a 
change  in  the  political  complexion  of  the  Ontario 
Legislature  and  the  cause  of  further  changes.  For 
thirty  three  years  up  till  the  year  1905,  the  Province 
had  been  ruled  by  a  succession  of  Liberal  Govern- 
ments. During  that  period,  according  to  the  well 
instructed  account  of  Sir  George  Ross  who  was  a 
member  of  the  Legislature  for  twenty  five  years  and 
head  of  the  Government  for  five  of  these  years,  the 
Ontario  Legislature  "perhaps  unconsciously,  was 
incurably  conservative." 

It  nearly  always  made  two  bites  of  a  cherry.  To  ex- 
tend the  franchise,  except  in  the  most  begrudging  man- 
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ner,  or  to  erect  a  public  building  until  driven  to  it  by  the 
direct  necessity,  would  mean  a  prolonged  discussion  or  a 
vote  of  want  of  confidence.  Notwithstanding  this  chronic 
conservatism,  the  members  of  the  Ontario  Legislature  were 
men  above  the  average  of  their  class  in  ability.5 

This  description  is  no  doubt  colored  by  a  party 
point  of  view,  but  it  is  fundamentally  true.  Dur- 
ing the  whole  of  the  period  of  Liberal  Administra- 
tion the  Ontario  Legislature  was  an  extremely  con- 
servative body.  Every  project  that  was  brought 
before  it  was  tested  and  debated  thoroughly  before 
it  was  either  rejected  or  accepted.  The  members  of 
successive  Liberal  Governments  were  educated  men 
who  were  accustomed  to  treat  seriously  and  intelli- 
gently the  political  problems  with  which  they  had 
to  deal ;  and  they  were  good  debaters. 

When  the  long  period  of  Liberal  rule  came  to 
an  end  in  January,  1905,  the  end  came  chiefly  be- 
cause the  people  had  made  up  their  minds  that  "it 
was  time  for  a  change."  There  was  a  change.  The 
long  period  of  opposition  against  a  series  of  Liberal 
Governments  highly  conservative  in  their  policy 
and  much  devoted  to  circumspect  tradition  in  their 
practice  had  bred  in  the  ranks  of  the  Conservative 
opposition  antagonism  to  Conservative  principles. 
Mr.  (afterwards  Sir)  William  Meredith  had  been 
the  leader  of  the  party  for  some  years,  and  being 
leader  of  the  Opposition  felt  obliged  to  oppose  him- 


*Ross,  Sir  George  \V.  Getting  Into  Parliament  and  After, 
Toronto,  1913,  p.  196. 
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self  to  the  highly  Conservative  legislation  of  his 
Liberal  opponents.  Sir  George  Ross  in  his  account 
of  him  regards  as  "his  greatest  defect,"  "want  of 
skill  in  the  game  of  politics."6  Probably  this  want 
of  skill  it  was  which  prevented  him  from  realizing 
that  the  sound  political  course  as  leader  of  a  Con- 
servative party  was  not  the  abandonment  of  the 
principles  of  that  party  such  as  they  were.  These 
principles  had  apparently  been  appropriated  by 
the  Liberals;  but  that  circumstance  did  not  exten- 
uate betrayal  of  the  Conservatives  by  their  leader. 
Sir  George  Ross  says  of  him  that  "he  was  more 
radical  than  the  leader  of  the  Government,"  i.  e., 
of  the  Liberal  Government.  He  retained  his  posi- 
tion as  leader  of  his  party  because  he  was  under- 
stood to  have  "made  personal  sacrifices  for  many 
years"  to  serve  his  party.  "Turbulent"  and  un- 
conciliatory  as  he  was  in  debate,  he  probably  served 
his  party  better  in  opposition  than  he  could  have 
done  as  head  of  a  Conservative  Government. 

An  opposition  leader  who  has  never  had  experi- 
ence of  the  responsibility  of  political  power  inevi- 
tably acquires  an  anti-governmental  attitude.  In 
Mr.  Meredith  this  attitude  was  exaggerated  under 
the  provocation  of  prolonged  opposition  into  an 
attitude,  revolutionary  and  even  anarchic.  Per- 
haps owing  to  familiarity  with  legal  procedure 
especially  in  civic  affairs  (he  had  been  city  solici- 

*  Ross,  Sir  George  W.  Getting  Into  Parliament  and  After, 
Toronto,  1913,  p.  195. 
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tor  for  London,  Ontario,  and  for  Toronto),  Mr. 
Meredith  frequently  expressed  his  contempt  for 
that  procedure.  That  he  was  ever  aware  of  the 
tendencies  of  his  mind  and  of  his  political  action 
is  extremely  improbable.  He  was  obsessed  with 
the  idea  that  he  knew  better  what  was  good  for 
people  than  they  knew  themselves.  The  Dominion 
Conservative  Party  managers  rewarded  him  for  his 
services  as  leader  in  the  local  House  by  appointing 
him  Chief  Justice  of  the  Court  of  Common  Pleas 
Division  of  the  High  Court  of  Justice  of  Ontario; 
and  he  was  succeeded  in  the  leadership  by  Mr, 
(afterwards  Sir)  James  Whitney.  When  he  went 
upon  the  bench,  Sir  William  Meredith  did  not 
cease  to  mingle  in  politics,  although  it  would  have 
been  improper  for  him  to  do  so  openly.  He  was 
mentor  and  confidential  adviser  of  two  successive 
conservative  premiers,  both  weaker  men  than  him- 
self— Sir  James  Whitney  and  Sir  William  Hearst. 
If  the  arbitrary  acts  of  both  the  administrations 
were  not  actually  suggested,  they  were  certainly 
approved  by  him.  These  acts  were  indeed  alto- 
gether in  accordance  with  Sir  William  Meredith's 
customary  view  of  the  relation  betwen  the  Govern- 
ment and  the  people.  To  him  the  Government  was 
not  the  servant  or  trustee  of  the  people ;  it  was  the 
master  of  the  people.  He  had  no  sympathy  with 
or  respect  for  democracy.  In  a  political  sense  he 
was  neither  Conservative  nor  Kadical.  That  he 
possessed  legal  ability  and  that  he  employed  this 
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in  guiding  the  Conservative  Party  in  the  Province 
into  courses  having  the  character  of  dictatorship 
is  indisputable.7 

The  other  person,  also  from  London,  Ontario, 
who  acted  as  gratuitous  adviser  of  Sir  James  Whit- 
ney, was  Mr.  Adam  Beck  to  whom  was  given  a  place 
in  the  Ministry,  without  portfolio.  He  had  been 
engaged  in  the  business  of  cigar  box  making  in 
London,  Ontario,  and  had  become  known  to  the 
public  through  his  exhibiting  horses  at  agricul- 
tural and  other  shows.  He  was  not  regarded  as 
a  politician  of  importance  until  he  was  taken  up 
by  the  enthusiasts  for  municipal  entrance  into  the 
industrial  field.  They  made  use  of  him  and  they 
succeeded  in  developing  in  him  an  aptitude  for 
making  declamatory  speeches  in  which  he  avoided 
all  technical  and  economic  discussion  of  technical 
and  economic  problems  and  devoted  himself  to  un- 
restrained abuse  of  his  critics.  He  habitually  wore 
an  injured  air  and  complained  of  the  persecution 
to  which  he  was  being  subjected,  while  all  the  time 
he  was  arrogantly  demanding  from  the  Govern- 
ment more  and  more  money  for  his  schemes  on 
the  ground  that  his  support  by  the  public  was  uni- 
versal and  powerful. 


7  Sir  William  Meredith  died  in  1923. 
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THE  HYDRO-ELECTRIC  COMMISSION 
SECOND  PHASE 

II 

Control  of  Supply  and  Distribution  of  Power 
Intensive  Political  Propaganda 

Under  the  Act  of  1906,  the  Hydro-Electric  Power 
Commission  was' empowered  to  fix  the  rates  charge- 
able by  generating  and  distributing  Companies.  In 
the  event  of  the  Companies  refusing  to  accept  the 
rates  fixed  by  the  Commission,  the  Commission  was 
empowered  with  the  consent  of  the  Government  to 
expropriate  the  plants.  The  Mail  and  Empire,  the 
leading  Conservative  newspaper  in  Toronto,  was 
careful  to  say  after  the  Act  was  passed,  that : 

Those  who  describe  Mr.  Beck's  Power  Bill  as  hostile 
to  capital  can  have  made  but  a  hasty  examination  of  it. 
A  closer  acquaintance  with  it  will  convince  even  those  pre- 
disposed to  adverse  criticism  of  the  sincerity  of  its  author's 
intentions  toward  all  concerned.  And  we  believe  those  fair 
intentions  will  be  realized  by  the  provisions  of  the  bill. 
It  will  turn  out  as  it  was  designed  to  be  a  measure  of  sym- 
metrical reform — equitable  towards  power  producers,  trans- 
mitters, distributors,  consumers,  and  the  province. 

In  the  same  article,  The  Mail  and  Empire  con- 
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trasts  the  policy  as  indicated  in  the  Power  Act 
with  the  recommendations  of  the  Municipal  Com- 
mission.  Mr.  Beck 

did  not,  for  example,  adopt  the  recommendation  to  pro- 
ceed without  regard  to  existing  power  companies.  .  .  .  The 
Beck  bill  does  not  thus  stride  over  the  claims  of  existing 
companies.  ...  It  leaves  to  private  companies  the  oppor- 
tunity to  do  all  the  power  business  on  the  market;  and  so 
long  as  they  are  satisfied  with  a  reasonable  profit  and  deal 
justly  with  all  consumers,  the  Hydro-Electric  Commission 
will  not  interfere  with  them.  It  will  leave  them  in  posses- 
sion of  their  franchise,  their  works  and  their  power.  So 
long  as  they  adhere  to  fair  rates  it  will  have  no  cause  to 
carry  its  regulative  functions  to  the  length  of  expropriating 
any  power  company's  plant.  But  it  is  to  be  the  judge  as  to 
what  rates  are  fair.  .  .  .  Rates  will  not  be  cut  down  by  the 
Commission  below  a  fair  level.1 

Such  were  the  plausible  assurances  by  means  of 
which  the  rank  and  file  of  the  Conservative  Party 
were  induced  to  support  the  Hydro  Bill  and  to 
secure  its  passing  in  the  Provincial  Legislature. 

The  ceremony  of  laying  the  cornerstone  of  the 
power  house  erected  by  the  Electrical  Develop- 
ment Company  had  been  fixed  for  May  8,  1906,  at 
the  very  moment  when  the  Power  Bill  was  being 
discussed  in  the  Legislature.  At  this  ceremony 
there  was  a  representative  assembly  and  almost 
all  the  speakers  referred  in  a  tone  of  anxiety  to  the 
possible  outcome  of  the  legislation.  The  Lieutenant- 
Governor  of  Ontario,  Sir  William  Mortimer  Clark, 


1  The  Mail  and  Empire,  May  11,  1906. 
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Whenever  the  By-law  regarding  the  contract 
with  Toronto  was  passed,  the  Hydro  embarked 
upon  a  new  phase.  The  Commission  determined 
to  build  a  transmission  line  and  to  convey  elec- 
tricity from  Niagara  in  competition  with  the  Elec- 
trical Development  Company,  whose  line  had  just? 
been  completed.  That  line  could  have  served  all 
the  purposes  of  transmission  to  Toronto,  yet  the 
Hydro  Commission  notwithstanding  its  protesta- 
tions of  a  short  time  before  had  decided  to  do  the 
very  thing  it  had  disclaimed.  To  carry  off  this 
scheme  and  to  conquer  any  public  disapprobation 
and  any  opposition  on  the  part  of  the  Government 
from  which  the  Hydro  was  under  the  necessity  of 
obtaining  funds,  a  plan  of  action  was  necessary.  It 
must  be  allowed  that  this  plan  was  dexterously 
manipulated.  Whatever  opinion  may  be  formed 
about  the  Hydro  administration  of  its  electrical 
business,  in  the  manipulation  of  publie  opinion  it 
easily  takes  high  rank. 

The  first  step  was  to  employ  a  large  number  of 
young  men,  mostly  law  students  or  engineers  fresh 
from  their  colleges.  These  young  men  were  osten- 
sibly engaged  for  the  purpose  of  making  arrange- 
ments with  the  farmers  and  other  property  owners 
about  the  necessary  easements.9  Their  real  busi- 
ness, however,  was  to  carry  propaganda  for  the 

•When  the  transmission  line  of  the  Electrical  Development 
Company  was  arranged  for  in  respect  to  such  matters,  the  work 
was  done  by  one  person  in  a  few  weeks. 
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Hydro  everywhere  they  went.  They  entered  into 
conversation  with  everyone,  made  canvassing  visits 
and  addressed  meetings  in  school  houses  and  the 
like.  These  young  men  were  specially  selected  for 
the  purposes  to  which  they  were  put  and  specially 
instructed  in  their  duties  before  they  were  sent 
into  the  field.  To  small  places  where  there  was 
little  known  opposition  to  the  Hydro  policy,  a 
group  of  these  propagandists  was  sent  in  the 
earliest  stages  of  the  propaganda.  They  succeeded 
in  working  up  enthusiasm.  They  managed  to  have 
By-laws  in  favor  of  the  Hydro  introduced  in  the 
local  municipal  Councils,  and  when  the  votes  upon 
the  By-laws  were  taken  they  marched  their  voters 
to  the  polls  and  carried  the  By-laws.  Where  more 
difficult  situations  had  to  be  attacked,  the  Commis- 
sion used  more  men,  used  them  longer  and  used 
other  agencies  as  well.  Thus  at  Hamilton  some 
fifty  young  men  were  employed  for  weeks  in  an 
assiduous  canvass,  and  all  the  pressure  which  could 
be  brought  to  bear  through  the  Conservative  Party 
organization  was  used  to  carry  the  By-law  in  the 
teeth  of  the  opposition  which  had  been  aroused  by 
the  Hydro  movement. 

When  the  field  of  patronage  was  enlarged  by  the 
growth  of  the  Hydro  business,  the  Hydro  employed 
still  larger  groups  of  men  who  were  expected  and 
required  to  extoll  the  Hydro  at  every  opportunity. 
When  the  Hydro  took  over  an  enterprise,  it  took 
over  the  staff  of  that  enterprise.    If  the  membera 
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of  the  staff  did  not  care  to  adopt  Hydro  methods, 
they  could  easily  be  replaced.  Numerous  addi- 
tions to  the  staff  were  made  and  every  addition 
meant  not  merely  a  vote  for  the  Hydro  but  a  fresh 
canvasser  for  more  votes.  The  manager  of  one  of 
these  absorbed  enterprises  in  answer  to  a  remark 
of  the  Chairman  of  the  Commission  to  the  effect 
that  while  formerly  the  Company  had  always  been 
able  to  pay  a  small  dividend,  now  the  earnings  were 
insufficient  to  meet  operating  expenses,  replied: 
"Look  at  your  overhead !"  The  policy  of  overstaff- 
ing  its  offices  and  its  plants  has  been  deliberately 
pursued  by  the  Hydro-Electric.  It  is  improbable 
that  an  estimated  excess  of  50  to  60  per  cent  in  the 
number  of  employes  would  be  found  to  overstate 
the  case. 

The  utilization  of  the  Hydro-Electric  staffs,  not 
merely  in  the  direct  service  of  the  Commission  but 
also  in  the  service  of  the  Municipalities,  has  placed 
a  large  and  widespread  canvassing  agency  at  the 
disposition  of  the  Hydro  party  at  the  expense  of 
the  Province  and  of  the  Municipalities.  This 
agency  is  used  most  actively  in  elections,  but  at 
any  time  it  may  be  brought  to  bear  upon  a  recal- 
citrant Government  or  a  hostile  local  critic. 

The  chloroforming  of  the  press  is  not  less  in- 
genious and  well-organized.  The  Conservative 
press  must  support  the  Hydro  if  not  in  every  de- 
tail, in  principle,  because  the  Hydro  supports  the 
Conservative  Government  and  keeps  it  in  power. 
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The  Liberal  press  supports  the  Hydro  because  &> 
attack  it  as  a  scheme  of  the  Conservative  Party, 
which  it  was,  would  under  existing  conditions  be 
fruitless  and  because  the  Liberal  newspapers  in 
general  have  deeply  committed  themselves  to  a 
policy  of  "public  ownership"  although  the  mean- 
ing attached  to  that  expression  and  the  extent 
which  "public  ownership"  is  advocated  are  varia- 
ble. The  path  is  thus  smoothed  beforehand  for 
Hydro  propaganda;  but  nothing  is  left  to  chance. 
Editors  and  reporters  are  assiduously  cultivated. 
They  are  kept  supplied  with  information  of  a  kind. 
They  are  even  mysteriously  and  confidentially 
"consulted,"  as  if  their  opinion  was  the  most  valu- 
able which  could  be  obtained.  On  ceremonial  occa- 
sions, and  full  advantage  is  taken  of  opportunities 
for  these,  transportation  and  hospitalities  are  pro- 
vided for  such  press  men  as  the  Hydro  Commis- 
sion is  pleased  to  approve. 

The  Hydro  movement  has  from  the  beginning 
been  engineered  with  skill — from  a  certain  point, 
with  very  great  skill.  While  the  personal  share 
in  the  movement  as  visible  head  and  chief  advo- 
cate on  public  platforms  of  Sir  Adam  Beck  was 
undoubtedly  great,  no  one  person  can  be  credited 
with  the  Hydro  policy  or  with  the  carrying  of  it 
into  practice.  The  Hydro  Commission  has  never 
had  upon  it,  since  the  resignation  of  Sir  John  Hen- 
drie,  any  person  of  technical  experience,  of  impor- 
tant legal  experience,  or  of  experience  in  large 
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enterprises.  Sir  John  Hendrie  was  the  first  and 
the  last  who  had  any  one  of  these  qualifications 
and  no  other  member  of  the  Commission  can  be 
credited  with  the  possession  of  any  of  them.  In 
addition  to  the  forms  of  experience  mentioned  there 
was  necessary  in  the  case  of  the  Hydro  Electric 
Commission  for  the  functions  it  had  chosen  to  as- 
sume a  particular  variety  of  political  management 
by  means  of  which  it  might  be  able  to  secure  itself 
firmly  in  its  position.  This  variety  of  political 
management  was  probably  exercised  chiefly  by  the 
Chairman  of  the  Commission,  Sir  Adam  Beck, 
although  events  do  not  seem  to  warrant  the  con- 
clusion that  he  was  unassisted  or  unadvised.  On 
the  contrary,  there  can  be  no  doubt  that  in  the 
early  stages  of  the  Hydro  movement  and  more  or 
less  continuously  later,  he  was  acting  under  the 
advice  of  shrewd  and  experienced  municipal  poli- 
ticians in  the  City  Council  of  Toronto.  Many  of 
these  were  extremely  familiar  with  the  most  effec- 
tive means  of  "educating"  public  opinion  and  of 
securing  for  themselves  the  continuous  support  of 
decisive  majorities  at  the  polls. 

There  can  be  no  doubt  that  from  these  capable 
political  schemers,  the  Chairman  of  the  Commis- 
sion acquired  the  most  fruitful  of  his  ideas  for 
the  organization  of  the  Hydro  movement.  They 
brought  him  into  touch  with  similar  persons  in 
the  Provincial  Municipalities.  Thus  there  grew 
up  a  relation  of  mutual  aid.    The  municipal  poli- 
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ticians  assisted  the  Hydro  and  the  Hydro  had 
means  of  rewarding  its  friends  either  by  conferring 
benefits  upon  the  communities  to  which  they  be- 
longed and  from  which  gratitude  towards  them 
might  be  expected,  or  by  benefits  of  a  more  direct 
and  personal  order. 

Beyond  the  mechanism  by  which  positive  action 
was  taken  in  order  to  realize  the  aims  of  those  who 
advocated  the  Hydro  plans  was  the  acceptability 
of  these  aims  to  a  large  group  of  the  public.  Em- 
phasis was  laid  upon  the  slogan  "cheap  power"; 
but  the  desire  for  cheap  power  was  by  no  means 
the  only,  and  perhaps  never  was,  the  chief  motive. 
For  some  years  there  was  perceptible  a  drift  in 
certain  circles  of  public  opinion  towards  what  the 
late  M.  Albert  Metin,  at  the  time  Minister  of  Labor 
in  France,  called  aptly  "fionmlinm  pans  dofitryneP 
This  non-doctrinaire  Socialism  or  Collectivism  in 
practice  without  advocacy  of  Collectivist  theory 
had  made  great  headway  in  Australia,  and  some 
headway  in  Great  Britain,  especially  in  the  munici- 
pal Governments  —  as  well  as  some  headway  in 
Canada.  So  far,  it  has  not  made  much,  although 
it  has  made  some  headway  in  the  United  States. 
In  Canada  there  were  many  who  advocated  the 
nationalization  of  the  railways  and  the  building  of 
Government  railways  by  the  Dominion  and  the 
Provinces.  They  advocated  also  the  establishment 
of  Government  steamship  lines,  etc.  The  people 
who  advocated  these  measures  or  approved  them 
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;when  they  were  taken  by  the  Provinces  or  by  the 
Dominion  were  outraged  when  they  were  described 
as  State-colleetivists  or  less  precisely,  State-social- 
ists. Yet  State-collectivism  is  what  they  were  prac- 
ticing by  whatever  party  name  they  might  choose 
to  call  themselves.  Such  persons,  and  they  were 
very  numerous  throughout  Canada,  saw  in  the  ac- 
quisition of  a  railway  or  two  by  the  Government 
an  ordinary  affair  of  business,  but  nevertheless,  to 
them,  a  desirable  affair,  in  which  the  profits  of 
transportation  might  be  directed  into  the  public 
treasury  instead  of  into  the  pockets  of  "rich  capi- 
talists" residing  perhaps  to  the  greatest  extent 
abroad,  in  Great  Britain,  where  most  of  the  money 
for  the  Canadian  railways  had  been  found — 
France,  Holland  or  Germany.  It  did  not  strike 
them  that  there  might  be  no  profits  under  Gov- 
ernment operation  and  that  the  operation  of  the 
railways  might  be  as  great  a  burden  in  Canada  as 
it  had  been  discovered  in  two  widely  separated 
periods  to  be  in  Italy,  and  as  it  was  being  found 
to  be  in  Australia.  Nor  did  such  persons  realize 
that  the  effect  of  Government  operation  of  railways 
might  react  very  unfavorably  upon  all  private  en- 
terprises whatsoever,  including  their  own.  Even 
when  continuously  recurring  deficits  on  the  rail- 
ways and  when  continuously  recurring  "mistakes" 
in  the  estimates  for  construction  purposes  were 
disclosed,  these  people  remained  oblivious  to  the 
fact  that  their  own  resources  and  the  general  pros- 
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perity  of  the  country  were  dwindling  because  of 
"nationalization  of  the  means  of  transportation" 
and  because  of  their  avowed  or  tacit  assent  to  non- 
doctrinaire  Socialism. 

Those  who  adopted  towards  "public  ownership" 
the  attitude  described  were  obviously  unaccus- 
tomed to  precise  examination  of  questions  of  that 
sort,  or  of  any  sort,  and  accustomed  to  accept  at 
their  face  value  the  statements  of  those  who  pre- 
tended to  know  about  them.  Upon  such  an  un- 
critical section  of  the  public  the  Hydro-Electric 
Commission  relied — and  not  without  reason. 

Among  the  group  which  has  just  been  described 
there  were  large  numbers  of  persons  who  regarded 
themselves  as  Conservatives  in  politics.  For  con- 
spicuous instance,  Sir  Kobert  Borden,  leader  of 
the  Conservative  Party  in  the  Dominion  House 
while  he  was  in  Opposition,  proposed  that  the  Gov- 
ernment should  bring  in  a  Bill  to  nationalize  all 
railways.  Coming  from  such  a  quarter,  the  pro- 
posal was  strange  but  significant.  It  is  extremely 
unlikely  that  Sir  Bobert  Borden  had  studied  the 
subject  of  national  operation  of  railways,  other- 
wise he  would  have  discovered  that  in  no  country 
had  the  advantage  of  such  a  measure  been  proved 
and  that  on  the  contrary  serious  economic  losses 
and  political  consequences  had  attended  railway 
operation  by  Governments.  Yet  he  was  undoubt- 
edly aware  that  a  vague  idea  of  the  advantages  of 
"nationalization"  was  in  the  minds  of  his  Conser- 
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rative  constituents  and  that  he  risked  no  unpopu- 
larity in  the  course  he  pursued.  Nor  did  he  do  so. 
Within  a  short  time  afterwards  he  was  returned  to 
office  as  Prime  Minister  of  Canada. 

The  Liberal  Government  at  the  time  when  the 
proposal  was  made  was  not  prepared  for  so  drastic 
a  step  and  Sir  Eobert  Borden's  proposal  was  re- 
jected. Ill-considered  projects  like  that  of  Sir 
Eobert  Borden,  even  although  these  happen  to  be 
strangled  in  their  birth,  are  responsible  for  much 
of  the  equanimity  with  which  the  Conservative  pub- 
lic of  Canada,  and  most  of  all,  of  the  Province  of 
Ontario  have  regarded  the  whole  question  of  "pub- 
lic ownership."  The  public  has  not  realized  the 
decline  in  the  general  prosperity  of  the  country 
which  must  be  accelerated  with  every  adoption  of 
a  "public  ownership"  scheme  and  even  with  every 
suggestion  in  important  quarters  that  a  scheme  of 
this  nature  should  be  adopted. 

The  nationalization  of  a  portion  of  the  Canadian 
Railway  system,  partly  by  the  Liberal  Government 
of  Sir  Wilfrid  Laurier  and  partly  by  the  Conser- 
vative Government  of  Sir  Robert  Borden  has 
plunged  Canada  into  an  enormous  debt  for  en- 
terprises which  have  proved  not  merely  to  be 
unremunerative  but  to  have  resulted  in  an  aggre- 
gate loss  amounting  to  hundreds  of  millions  of 
dollars. 

When  it  began  its  campaign,  the  Hydro  Commis- 
sion knew  that  it  could  count  upon  a  public  opin- 
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ion  in  both  the  political  parties  which  was  already 
predisposed  to  the  support  of  any  "public  owner- 
ship" enterprise.  Public  opinion  was  ill-instructed 
and  blind  to  the  economic  and  political  conse- 
quences of  such  projects,  but  these  facts  rendered 
it  more  easily  bent  to  suit  the  purposes  of  the 
Hydro  Commission. 

Apart  from  the  support  which  the  Hydro  counted 
upon  and  received  from  the  normally  stable  and 
non -subversive  elements  in  the  community — ele- 
ments which  would  have  repudiated  any  suggestion 
of  Socialist  tendencies — there  were  other  elements 
not  so  stable  who  found  that  the  aims  of  the  Hydro 
Commission  so  far  as  these  went,  coincided  with! 
their  own  aims  avowedly  subversive,  as  these  were, 
of  the  social  structure. 

The  more  extreme  groups  may  be  divided  into 
three  sections.  The  first  section  and  perhaps  the 
section  most  favorably  situated  for  the  exercise 
of  influence  was  and  is  composed  of  certain  mem- 
bers of  the  clergy  in  more  than  one  denomination ; 
but  conspicuously  as  it  now  appears  in  the  Metho- 
dist Church  which  for  many  years  has  been  very 
strong  in  Ontario.  That  there  had  been  growing 
in  that  Church,  by  insidious  approaches,  an  opin- 
ion among  certain  of  its  clergy  in  favor  of  political 
action  having  in  view  the  complete  subversion  of 
the  social  order,  became  apparent  in  1918  when  at 
a  conference  of  the  Methodist  Church  in  Canada, 
held  in  Hamilton,  Ontario,  in  that  year,  a  resolu- 
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ition  embodying  the  following  remarkable  program 
was  passed  by  the  conference.  This  program  be- 
came the  official  program  of  the  Methodist  Church 
in  Canada.  It  cannot  be  supposed  that  all  of  the 
clergy  and  still  less  all  of  the  laity  belonging  to 
that  Church  would  or  could  give  their  adhesion 
to  this  program,  but  the  significance  of  the  fact 
that  it  was  passed  by  the  highest  court  of  the 
Church  cannot  be  overlooked.  The  question  as- 
sumes special  significance  now  that  the  Union  of 
the  Methodist,  Presbyterian  and  Congregational 
Churches  in  Canada  has  been  carried  into  effect. 
This  Union  has  resulted  in  a  heated  controversy 
between  two  parties  in  the  Presbyterian  Church — 
one  accepting  and  the  other  rejecting  the  Union. 
When  the  Union  is  consummated,  the  question 
must  arise,  what  attitude  will  be  taken  by  the  ad- 
hering Churches  to  the  program  of  the  Methodist 
Church?  The  program  in  question  has  nothing 
whatever  to  do  either  with  theology  or  with  church 
government.  It  is  a  purely  gratuitous  invasion  of 
the  sphere  properly  belonging  to  the  civil  power  or 
to  the  inhabitants  of  the  country  considered  as  pos- 
sessors of  civil  rights.  It  is  an  attempt  to  set  up 
an  authority  on  civil  affairs  in  opposition  to  and 
in  active  hostility  against  the  civil  Government  of 
the  country.  Leading  lay  members  of  the  Metho- 
dist Church  are  presidents  of  banks  and  other 
financial  institutions,  many  are  at  the  head  of  large 
businesses  and  many  look  upon  themselves  as  being 
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among  the  "pillars  of  society."  Some  of  these  are 
understood  to  regard  the  program  with  amused 
indifference.  "Let  the  clergy  try  to  carry  that  pro- 
gram out,"  they  say,  "and  then  they  will  see  where 
they  are."  Meantime  the  section  of  the  Methodist 
clergy  infected  with  the  ideas  expressed  in  this  pro- 
gram are  no  doubt  instilling  them  into  the  minds 
of  their  congregations  and  thus  exercising  a  wide- 
spread influence  of  a  highly  subversive  and  danger- 
ous character. 

Throughout  Europe  there  is  little  doubt  that  for 
the  time  at  least  Socialism  has  received  its  quietus, 
in  spite  of  the  Socialist  form  of  some  of  the  Gov- 
ernments. The  Socialist  Parties  wherever  theyj 
have  succeeded  in  exercising  any  influence  have 
broken  into  fragments  over  doctrinal  disputes  and 
the  consequences  have  been  ruinous  to  the  various 
experiments  which  have  been  made.  If  Canadians 
allow  themselves  to  be  guided  by  influences  such  as 
those  which  have  been  indicated,  they  may  have  to 
go  through  the  years  of  suffering  which  every  na- 
tion in  Europe  has  endured  where  Socialism  has 
been  permitted  to  fasten  itself  upon  the  govern- 
ment. 

The  program  of  the  Methodist  Church  in  Canada 
is  as  follows: 

Social  and  political  program  of  the  Methodist  Church 
of  Canada,  approved  at  the  Tenth  General  Conference 
held  in  Hamilton,  Ontario,  in  1918: 
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1#  Nationalization  of  all  natural  resources,  such  as 
mines,  water  powers,  fisheries  and  forests. 

2#  Nationalization  of  the  means  of  communication  and 
transportation  and  the  public  utilities  upon  which  all 
the  people  depend. 

3°  Condemnation  of  speculation  in  land,  grain,  food- 
stuffs and  natural  resources. 

4°  Enactment  of  legislation  which  shall  secure  to  labor 
a  fair  wage  adequate  to  a  proper  standard  of  liv- 
ing, to  business  a  fair  profit  adequate  for  its  con- 
tinuance, and  to  the  public  all  returns  in  excess  of 
these. 

5°  Forms  of  industrial  organization  should  be  developed 
which  call  labor  to  a  voice  in  the  management  and 
a  share  in  the  profits  and  risks  of  business. 

6*  The  obligation  under  which  we  live  in  dealing  with 
such  vital  issues  as  land  tenures,  taxation,  housing, 
city  planning,  systems  of  insurance  and  industrial, 
economic  and  fiscal  control,  etc.,  demand  that  the 
life  interests  of  the  mass  of  the  people  must  in  every 
case  transcend  the  class  or  an  individual  group  of 
individuals  in  profits  or  property. 

7*  Parents  must  still  further  protect  their  children  by 
better  socializing  and  organizing  community  life,  in 
the  better  school  movement,  the  community  center 
organization,  etc.10 

This  program  is  distinguishable  from  that  of  the 
Third  International  in  quite  unimportant  details. 
The  latter  program  is  more  explicit  in  respect  to 
the  matters  referred  to  in  paragraph  six  of  the 
Methodist  Program.  Both  programs  show  that 
their  framers  are  oblivious  of  the  forces  of  human 
nature  which  fortunately  for  the  human  race  ren- 


x*  A  copy  of  this  program  is  to  be  found  in  Moore,  W.  H. 
The  Commandments  of  Men,  Toronto,  1025. 
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der  the  carrying  out  of  such  a  program  an  impos- 
sibility. The  Third  International  has  attempted 
to  impose  its  program  upon  the  world.  The  same 
program  has  actually  been  imposed  by  the  Com- 
munist Party  upon  the  Eussian  people.  After  sac- 
rificing an  incalculable  number  of  millions  of  lives 
through  the  civil  war,  disease  and  famine,  all  the 
direct  consequences  of  the  Communist  program,  the 
terms  of  it  have  been  practically  abandoned. 

The  program  of  the  Methodist  Church  was  pro- 
mulgated a  few  months  after  the  Bolshevik  Revolu- 
tion in  Petrograd  of  October,  1917.  By  what  means 
were  the  principles  of  Bolshevism  so  quickly  com- 
municated to  the  younger  clergy  of  the  Methodist 
denomination  and  so  quickly  absorbed  by  them? 

Unless  the  Methodist  Church  places  a  check 
upon  insidious  and  subversive  propaganda  with- 
in its  own  courts,  its  loss  of  spiritual  influence  in 
the  Canadian  communities  is  certain. 

The  second  section  of  the  extreme  groups  is  the 
Trade  Union  section.  Although  the  Trade  Unions 
at  their  annual  Congress  have  frequently  an- 
nounced themselves  as  favorable  to  Government 
ownership,  they  have  not  taken  any  prominent  part 
in  the  controversy.  Some  members  of  the  Trade 
Unions  are  at  least  lukewarm  on  the  subject,  be- 
cause they  are  by  no  means  sure  that  their  present 
freedom  to  make  or  not  to  make  wage  contracts 
would  not  be  encroached  upon  by  Government 
ownership  whenever  it  was  applied.    A  recent 
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strike  in  the  Post  Office  revealed  a  great  amount 
of  dissatisfaction  with  Government  rates  of  wages, 
and  difficulties  have  also  arisen  in  connection  with 
labor  on  the  Government  canals.  Since  wages  in 
the  Government  service  are,  under  the  present  sys- 
tem, determined  by  the  Government,  the  functions 
of  the  Trade  Unions,  in  so  far  as  wage  agreements 
are  concerned  when  and  where  Government  owner- 
ship is  applied,  are  forthwith  at  an  end.11 

Unless  the  whole  system  of  determining  the  wages 
of  persons  employed  by  the  government  were  al- 
tered, in  the  event  of  further  adoption  of  govern- 
ment ownership,  the  Trade  Unions  would  find  them- 
selves without  an  office.  Nevertheless,  in  general, 
as  is  usual  in  such  cases,  there  is  a  considerable 
body  among  Trade  Unionists  which  would  sup- 
port any  scheme  for  expropriation  by  the  Govern- 
ment of  private  property  for  any  purpose  whatso- 
ever. 

The  third  extreme  group  is  the  Communist 
.Party.  This  party  not  wholly  but  largely  com- 
posed of  continental  European  immigrants  has 
already  raised  its  head  in  Winnipeg.  It  practi- 
cally controlled  the  city  from  May  20th  to  June  1st, 
1919.  The  story  of  that  example  of  "Sovietism" 
in  Canada  is  extremely  instructive  but  it  cannot 
be  told  at  length  here.  The  Communists  brought 
about  a  general  strike.   The  newspapers,  excepting 


11  The  relations  between  the  Hydro  and  Labor  are  discussed  U 
a  later  chapter. 
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the  Communist  newspapers,  were  suspended  and 
the  life  of  the  community  was  sustained  with  great 
difficulty.  The  authorities,  Dominion  and  Provin- 
cial, as  well  as  the  inhabitant's  of  Winnipeg,  for- 
tunately conducted  themselves  with  patience  and 
forbearance.  The  rising  collapsed  without  the  loss 
of  innocent  lives  which  would  have  been  inevitable 
had  a  less  wise  course  been  pursued.  In  this  case 
two  clergymen  were  implicated.  One  of  these  is 
now  leader  of  the  Canadian  Labor  Party.  It  was 
alleged  that  the  movement  at  Winnipeg  was  sub- 
sidized by  funds  from  Soviet  Russia,  but  a  judicial 
inquiry  established  that  there  was  no  ground  for 
such  an  accusation.  The  movement  arose  from  a 
conjunction  of  local  causes  together  with  external 
causes  affecting  the  world  at  that  time.  The  prin- 
cipal lesson  the  Winnipeg  general  strike  conveyed 
was  that  a  comparatively  small  number  of  men, 
if  they  have  courage  enough  to  take  their  lives  in 
their  hands,  can  bring  within  a  few  hours  an  organ- 
ized community  back  to  the  conditions  of  primitive 
life.  A  second  lesson  is  that  such  action  by  a  small 
number  of  persons  may,  if  they  can  hold  their  posi- 
tion for  even  a  short  time,  effect  an  alteration  in 
the  whole  social  system  of  the  region — an  altera- 
tion which  may  be  permanent.  Another  lesson  is 
that  the  sentimental  and  ecstatic  advocates  of  so- 
cial change  are  not  the  persons  to  carry  that  change 
into  reality. 

Immediately  after  the  Hydro  Commission  was 
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appointed,  it  began  to  incite  the  Government  to 
worry  the  generating  companies  by  making  unrea- 
sonable demands  upon  them,  as  for  instance  the 
demand  that  the  rentals  payable  yearly  to  the  Goy- 
ernment  should  be  determined  by  the  peak,  and 
not  by  the  average  power.  The  Government  also 
demanded  rentals  in  respect  to  the  total  quantity 
of  power  generated  irrespective  of  whether  the 
power  was  sold  or  not.  There  were  three  generat- 
ing Companies  at  Niagara :  The  Canadian  Niagara 
Power  Company,  The  Ontario  Power  Company  and 
the  Electrical  Development  Company.  The  two 
former  Companies  were  essentially  American  enter- 
prises— the  head  office  of  the  first  was  in  the  City 
of  New  York,  and  that  of  the  second  was  in  the 
City  of  Buffalo.  The  Electrical  Development  Com- 
pany was  formed  in  Toronto  where  its  head  office 
was  situated  and  the  capital  invested  in  it  was 
wholly  subscribed  in  Great  Britain  and  Canada. 
The  plant  was  just  being  finished  and  the  Company 
was  about  to  begin  the  supply  of  electrical  power 
when  the  Hydro-Electric  Power  Commission  was 
created  by  the  first  Hydro  Act  of  1906.  Instead 
of  waiting  even  for  a  short  time  to  see  the  effect 
upon  the  market  for  power  of  the  introduction  of 
a  new  competitor  and  instead  of  waiting  to  see 
what  might  be  the  economic  results  of  the  trans- 
mission of  power  by  high  tension  on  long  lines,  the 
Hydro  Commission  decided  to  utilize  its  powers 
at  once.    Any  intention  to  exercise  these  powers 
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immediately  or  drastically  had  been  expressly  dis- 
claimed by  the  Government.  Yet  the  Hydro  Com- 
mission would  brook  no  delay.  It  called  for  ten- 
ders from  the  power  Companies  holding  franchises 
from  the  Government.  The  Hydro  Commission  in- 
duced about  thirty  Municipalities  to  secure  a  vote 
upon  Hydro  By-laws  at  the  municipal  elections  on 
January  1,  1907.  In  Toronto,  a  typical  case,  the 
following  were  the  terms  of  the  By-law: 

That  it  shall  be  lawful  for  the  said  Municipal  Corpora- 
tion to  enter  into  a  contract  with  the  Hydro-Electric  Power 
Commission  of  Ontario  for  the  supply  to  the  said  Corpora- 
tion for  thirty  years  of  15,000  continuous  horsepower  or 
more  of  electrical  power  and  energy  for  the  uses  of  the 
Municipal  Corporation  and  the  inhabitants  thereof,  for 
lighting,  heating  and  power  purposes,  at  from  $14  to 
$18.10  per  horsepower  per  annum  for  continuous  power, 
ready  to  be  distributed  by  the  said  Municipal  Corpora- 
tion; such  price  to  include  all  charges  for  interest,  sink- 
ing fund,  for  cost  to  construct,  and  the  cost  to  operate, 
maintain,  repair,  renew  and  insure  the  plant,  machinery 
and  appliances  to  be  used  by  the  said  Commission. 

The  terms  of  this  By-law  were  in  violation  of 
the  Hydro  Act  (1906)  which  had  been  passed  a 
few  months  earlier.  Under  that  Act 

The  Commission  was  authorized  to  sell  power  to  any 
municipality,  which  should  first  approve  by  vote  of  the 
ratepayers  of  a  By-law  authorizing  a  contract,  estimates 
of  the  cost  of  the  power,  and  specification,  and  of  a  pro- 
visional contract  setting  out  the  exact  terms  of  the  con- 
tract to  be  entered  into. 
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The  terms  of  the  By-law  were  general  and  not 
"exact" ;  and  neither  estimates  nor  provisional  con- 
tracts were  submitted. 

All  the  By-laws  were  carried.  A  few  months 
later  (in  April,  1907)  at  the  close  of  the  second  ses- 
sion of  the  Whitney  administration  (Conservative) 
a  second  Hydro  Act  was  passed.  This  Act  amended 
the  Act  of  the  previous  year  in  some  respects ;  but 
no  change  was  made  in  respect  to  the  form  of  the 
By-law  prescribed  to  the  Municipalities. 

In  1907  the  Electrical  Development  Company 
had  an  already  developed  market  for  the  power 
it  had  intended  to  produce.  The  Toronto  Street 
Railway  and  the  Toronto  Electric  Light  Company 
were  ready  to  take  the  power.  The  Ontario  Power 
Company  was  not  transmitting  its  power  to  a  dis- 
tance on  the  Canadian  side.  Much  of  the  power 
developed  by  it  was  utilized  locally  on  the  Ameri- 
can side  and  another  portion  was  distributed  in 
the  surrounding  places.  The  Canadian  Niagara 
Power  Company  was  in  the  same  position.  The 
absence  of  industrial  development  in  the  vicinity 
of  the  Falls  on  the  Canadian  side  had  resulted  in 
the  export  of  power  to  the  industrial  centres  on  the 
American  side. 

In  May,  1907,  a  contract  was  made  between  the 
Hydro  Commission  and  the  Ontario  Power  Com- 
pany under  which  upon  notice  being  given  by  the 
Commission  the  Company  would  supply  and  the 
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Commission  would  take  all  the  horsepower  de- 
manded by  the  Municipalities  at  f  10.40  per  horse- 
power at  Niagara  Falls. 

This  contract  gave  a  monopoly,  so  far  as  the 
Municipalities  within  the  Hydro  group  were  con- 
cerned, to  the  Ontario  Power  Company.  After 
long  negotiations,  the  Electrical  Development  Com- 
pany agreed  to  accept  the  price  indicated  in  the 
contract  with  the  Ontario  Power  Company.  The 
Government  then  proposed  a  geographical  division. 
The  Ontario  Power  Company  was  to  supply  all 
power  to  the  Municipalities  west  of  Hamilton, 
while  the  Electrical  Development  Company  was  to 
supply  all  power  to  be  taken  by  Municipalities  east 
of  Hamilton.  The  Government  added  the  condi- 
tion that  the  Company  must  not  sell  power  at 
Niagara  Falls  and  must  abandon  its  project  to 
develop  an  industrial  centre  at  Chippawa  or  at  any 
other  part  of  the  province  excepting  the  City  of 
Toronto.  Had  the  Electrical  Development  Com- 
pany agreed  to  this  condition,  it  would  have  been 
shut  off  from  selling  its  power  anywhere  but  in 
Toronto.  It  is  true  that  City  constituted  its  prin- 
cipal initial  market,  but  the  project  of  an  indus- 
trial Chippawa  had  from  the  beginning  been  part 
of  the  plans  and  the  Company  was  reluctant  to 
abandon  it.  The  method  adopted  by  the  Hydro- 
Electric  Commission  in  these  negotiations  was 
characteristic.  After  the  Commission  had  an- 
nounced that  a  contract  had  been  concluded  with 
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the  Ontario  Power  Company,  the  Commission  sum- 
moned the  Electrical  Development  Company  before 
it  in  May,  1907,  and  informed  the  Company  that 
a  territorial  district  would  be  assigned  to  it  and 
that  at  a  later  date  the  Company  would  be  informed 
what  minimum  of  power  would  be  fixed  by  the 
Commission.  Nothing  was  done  until  September 
23rd,  1907,  when  the  following  extraordinary  prop- 
osition was  made  by  the  Commission : 

1°  The  minimum  quantity  of  power  to  be  paid  for 
whether  taken  or  not  by  the  Commission  was  to  be 
2,000  E.H.Pa  [The  Ontario  Power  Company  had  a 
similar  minimum  of  6,000  E.H.P.] 

2°  Whenever  the  Commission  shall  have  called  for  more 
than  60%  of  the  power  then  being  generated,  the 
Government  is  to  be  entitled  in  case  in  the  opinion 
of  arbitrators  there  is  continuous  neglect  in  the|serv- 
ice,  to  forfeit  the  whole  plant  of  the  Company  and 
take  it  over  from  the  Company. 

On  September  26th,  the  Government  invited  the 
directors  of  the  Electrical  Development  Company 
to  a  meeting  and  told  them  that  the  following  fur- 
ther proviso  had  been  added  to  the  agreement  origi- 
nally proposed  three  days  earlier: 

The  Company  will  not  directly  or  indirectly  deliver 
power  to  any  person  or  corporation  that  it  is  intended 
shall  be  supplied  by  the  Commission  in  that  part  of 
Ontario  colored  red  upon  the  said  linen  tracing  [The 
Ontario  Power  Company  territory].  This  clause,  how- 
ever, shall  not  be  held  to  cover  or  interfere  with  the  sup- 
ply of  power  agreed  to  be  delivered  by  the  said  Com- 
pany to  any  person  or  corporations  other  than  the  Com- 
mission at  the  date  on  which  the  first  block  of  power  is 
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ordered  by  the  Commission  from  the  Company  under  this 
agreement,  but  the  said  supply  shall  continue  unaffected 
by  the  agreement. 

On  the  same  day  upon  which  the  Conference  was 
held,  but  after  the  close  of  the  meeting,  another 
stipulation  was  presented  to  the  Company : 

That  the  Commission  may  require  the  Electrical  De- 
velopment Company  in  the  event  of  an  agreement  for  the 
supply  of  electricity  in  the  Eastern  part  of  Ontario,  to 
agree  that  the  Company  will  not  deliver  power  outside  of 
the  City  of  Toronto  to  any  person  or  corporation  that  th© 
Commission  may  intend  to  supply. 

In  a  letter  to  the  Hon.  Adam  Beck,  dated  October 
4,  1907,  the  Electrical  Development  Company  de- 
clined the  proposals  of  the  Government.  In  this 
letter  the  Company  said : 

The  Company  has  been  anxious  to  meet  the  Government 
upon  some  equitable  basis,  and  has  earnestly  endeavored 
to  secure  terms  which,  while  not  interfering  with  the  plans 
of  the  Government,  would  leave  the  Company  free  to  de- 
velop and  carry  out  its  own  business  policy. 

The  Company  calls  attention  to  its  original  Franchise 
from  the  Government  which  was  ratified  by  the  present 
Government  at  its  Session  in  1905,  wherein  it  is  provided 
that,  in  consideration  of  the  rentals  to  be  paid  by  the 
Company  to  the  Government,  exceeding  the  sum  of  $100,- 
000  per  annum,  the  Government  would  not  compete  with 
the  Company  in  the  generation  for  sale  of  Niagara  power, 
and  respectfully  insists  that  in  entering  into  competition 
with  this  Company  in  the  way  proposed,  a  breach  of  the 
agreement  is  contemplated. 

The  Franchise  from  the  Government  is  for  the  genera- 
tion of  125,000  H.P.  which  the  Company  is  authorized  to 
sell  in  the  Province  of  Ontario  and  in  the  United  States. 
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If  the  Company  were  to  accept  the  offer  made,  the  follow- 
ing consequences  would  necessarily  result: 

(1)  The  Company  would  be  prohibited  from  selling  im 
any  part  of  the  Province  of  Ontario  .  .  .  with  the  single 
exception  of  the  City  of  Toronto  ...  it  would  have  to 
abandon  the  whole  of  its  contemplated  business  in  Canada 
to  the  Hydro-Electric  Commission  and  be  forced  to  seek  a 
market  in  the  United  States  for  all  of  its  power,  except  that 
portion  which  might  be  taken  by  the  Commission  for  con- 
sumers in  the  territory  alloted  to  the  Company. 

(2)  The  Company  has  .  .  .  purchased  a  right  of  way 
to  the  City  of  Brantford;  this  would  have  to  be  abandoned. 

(3)  The  Company  owns  650  acres  of  land  within  3  miles 
of  the  Falls  which  it  has  purchased  as  sites  for  factories 
and  industrial  enterprises;  that  project  would  have  to  be 
abandoned. 

(4)  The  plans  of  the  Company  contemplate  the  sale  of 
power  to  railways  which  are  to  be  built  in  the  future  and 
which  may  traverse  the  whole  territory  allotted  to  the  On- 
tario Power  Company.  All  this  future  business  would  be 
lost  to  the  Company. 

(5)  The  Company  is  already  doing  business  in  the  terri- 
tory .  .  .  using  only  a  small  proportion  of  its  total  output 
of  power  .  .  .  and  it  is  asked  to  abandon  the  whole  of  the 
rest  of  its  future  Canadian  business  ...  in  order  to  secure 
the  sale  of  2000  H.P.  to  the  Commission. 

(6)  The  Company  has  expended  $8,000,000  upon  the 
works  at  Niagara  and  its  transmission  lines,  and  in  order 
to  complete  the  undertaking  further  moneys  are  required; 
if  the  Company  were  to  accept  the  restrictions  and  limita- 
tions sought  to  be  imposed  by  the  Government,  it  would  be 
impossible  to  ask  from  anybody,  anywhere,  further  finan- 
cial aid.12 

It  is  scarcely  possible  to  believe  that;  either  the 
Government  or  the  Hydro  Commission  had  any 
serious  intention  in  proposing  the  above  mentioned 


MFrom  a  typed  copy  of  the  letter. 
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agreement  to  the  Electrical  Development  Company. 
The  method  of  gradually  increasing  the  number 
and  pressure  of  the  stipulations  suggests  that  what 
was  being  done  was  merely  to  frighten  away  capi- 
tal from  the  new  enterprise,  to  render  difficult  the 
conduct  of  the  business  of  the  company  and  finally, 
when  it  was  approaching  ruin,  to  acquire  it  at  a 
bargain  price.  If  such  was  the  intention  of  the 
Whitney  Government  or  of  the  Hydro  Commis- 
sion, no  credit  is  reflected  upon  either  of  them. 
They  were  committing  gross  violation  not  merely 
of  agreements  and  pledges  made  by  previous  Gov- 
ernments and  Commissions ;  but  of  agreements  and 
pledges  made  within  two  years  by  the  Whitney 
Government  itself. 

/  Towards  the  close  of  the  legislative  session  of 
1907,  the  City  of  Toronto  introduced  a  Bill  to  em- 
power the  City  to  take  over  the  Toronto  Electric 
Light  Company.  It  is  doubtful  if  this  proceeding 
was  at  that  time  in  conformity  with  the  policy  of 
the  Hydro  Commission.  In  any  case,  the  Premier 
(Sir  James  Whitney)  stated  that  he  considered 
the  terms  of  the  Bill  unfair  to  the  Company  and  he 
proposed  certain  amendments  by  which  he  said  an 
equitable  arrangement  would  be  made  possible. 

Rather  than  accept  the  amendments  proposed 
by  the  Government,  the  promoters  of  the  Bill,  viz., 
the  City  of  Toronto,  withdrew  it.  The  Government 
had  not  otherwise  shown  itself  to  be  in  favor  of 
treating  joint  stock  corporations  with  clemency, 
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ly  provisional  charge  upon  each  Municipality  based 
upon  the  so-called  fixed  price  (e.  g.,  at  Toronto 
$18.10)  and  then  at  the  end  of  the  financial  year 
making  up  a  thirteenth  bill  in  which  there  should 
be  a  debit  or  a  credit  according  to  the  estimates  of 
the  finance  of  the  year  as  furnished  by  the  auditors. 

It  is  clear  from  this  narrative  that  the  people  of 
Ontario  and  especially  those  of  the  so-called  Hydro 
Municipalities  have  been  deluded  into  shouldering 
enormous  and  quite  indefinite  responsibilities.  The 
Hydro  Commission  and  the  Government  have  both 
disregarded  even  the  checks  upon  irregular  action 
provided  in  their  own  Acts.  It  is  doubtful  if  in 
strict  reading  of  the  law  as  it  stands  any  of  the 
Hydro-Commission  bonds  are  legal  and  valid.  It 
should  be  remarked,  however,  that  if  the  question 
were  contested  there  would  no  doubt  be  forthcom- 
ing an  Act  making  them  legal.  The  fact  remains 
that  the  Hydro  legislation  has  from  the  beginning 
been  of  an  amateur  character.  It  has  constantly 
required  amendment  because  of  its  deficiencies, 
and  in  the  future  there  need  be  no  surprise  if  pro- 
longed and  costly  litigation  were  to  arise  be- 
tween Municipality  and  Municipality  and  between 
Municipality  and  Government.  Such  litigation  is 
likely  to  occur  whether  the  Hydro  enterprise  re- 
sults in  financial  profit  or  in  financial  loss. 

Although  nearly  all  of  the  Municipalities  were 
persuaded  to  accept  the  change  in  the  terms  thus 
insidiously  introduced  into  the  contracts,  there 
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was  one  Municipality  which  revolted.  That  was 
the  Municipality  of  Gait,  or  rather  the  Mayor  of 
Gait  refused  to  sign  the  contract  on  behalf  of  the 
town,  notwithstanding  a  resolution  passed  by  the 
Town  Council  authorizing  him  to  sign  it.  He  con- 
sidered, and  quite  properly,  that  the  contract  was 
not  legal  and  valid  within  the  terms  of  the  rele- 
vant Acts.  This  incident  is  worthy  of  relation  at 
length  because  it  illustrates  two  facts  of  impor- 
tance— one  is  that  advocates  of  "public  ownership" 
have  frequently  a  deficient  sense  of  the  public  in- 
terest, and  second,  that  these  advocates  allow  them- 
selves to  be  carried  away  by  phrases  and  catch- 
words and  thus  frequently  neglect  the  actualities 
of  life. 

In  refusing  to  sign  the  contract  the  Mayor  of 
Gait  took  the  ground  that  the  people  had  voted 
for  power  at  a  fixed  price  at  Gait  and  that  he  had 
no  authority  from  them  to  sign  a  contract  for 
power  at  Niagara  Falls  at  $10.40  with  additional 
sums  added  for  various  unascertained  and  un- 
limited items.  After  these  additions  the  cost  to  the 
Town  of  Gait  might  be  three  or  four  times  the 
amount  sanctioned  by  the  By-laws.  A  mandamus 
was  applied  for  to  compel  the  Mayor  to  sign  the 
contract.  The  application  which  was  heard  by 
Mr.  Justice  Anglin  was  dismissed  and  the  action 
of  the  Mayor  fully  justified  in  a  lengthy  judgment 
of  seventeen  folios  in  the  course  of  which  the  whole 
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subject  is  treated  exhaustively.  The  following  are 
some  of  the  most  important  passages: 

Upon  examination  it  is  apparent  that  the  contract  does 

not  conform  to  the  terms  of  By-law  No.  848,  in  that  al- 
though in  a  schedule  attached  to  the  contract  in  Column 
No.  5,  under  the  heading  of  "estimated  maximum  cost  of 
power  ready  for  distribution  in  municipality/'  there  ap- 
pears opposite  the  name  of  the  town  of  Gait  the  figure  $22, 
there  is  nothing  in  the  contract  to  make  the  obligation  of 
the  municipality  to  take  and  pay  for  electrical  power  and 
to  pay  its  proportion  of  the  cost  of  transmission  to  the  town 
of  Gait  conditional  upon  the  total  of  such  cost  not  exceed- 
ing $22  per  horsepower  per  annum.  On  the  contrary,  the 
contract  purports  to  bind  the  municipality  unconditionally 
to  pay  a  fixed  charge  per  horsepower  for  electrical  energy 
at  Niagara  Falls  and  a  proportionate  share  of  the  cost  of 
a  number  of  other  items  which  is  not  determined.  Under 
the  terms  of  this  contract,  the  town,  for  aught  to  the  con- 
trary appearing  in  the  contract,  might  find  itself  bound  to 
take  power  at  a  price  considerably  in  excess  of  $22  per 
horsepower  per  annum  delivered  in  Gait.  ...  I  think  the 
By-law  of  the  town  of  Gait  No.  904  [authorizing  the  sign- 
ing of  the  contract]  could  only  be  passed  in  breach  of  faith 
with  the  electorate  and  that  the  contract  which  it  purported 
to  require  the  Mayor  to  execute  would  be  illegal  and  con- 
trary to  the  requirements  of  the  Statutes  6  Edw.  VII  c.  15 
and  Edw.  VII  c.  19  [the  Hydro  Acts].  The  Mayor,  in  my 
view,  was  justified  in  refusing  to  become  a  party  to  the 
perpetration  of  these  illegal  acts.  .   .  . 

Proceedings  were  taken  in  two  other  cases — a 
ratepayer  in  London  and  one  in  Toronto  bringing 
actions  against  the  corporations  of  these  two  towns, 
respectively.  When  the  cases  came  up,  the  counsel 
for  the  Municipalities  objected  that  the  actions 
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were  improperly  constituted  because  the  Hydro 
Commission  was  not  made  a  party  to  the  action. 
Since  under  the  Hydro  Acts  "no  action  can  be 
brought  against  the  Commission  for  anything  done 
or  omitted  to  be  done  except  with  the  consent  of 
the  Attorney  General,"  Mr.  Justice  Latchford,  be- 
fore whom  the  actions  were  brought,  directed  that 
application  should  be  made  to  the  Attorney-General 
to  join  the  Commission  as  defendants. 

An  application  was  made  to  the  Premier  (Sir 
James  Whitney)  who  was  then  Acting  Attorney- 
General.  The  Premier  fixed  a  day  for  hearing 
counsel  (December  1,  1908)  and  on  December  8, 
1908,  he  gave  a  written  judgment.  The  judgment 
is  as  follows: 

I  am  expected,  apparently  on  the  mere  statement  of  a 
plaintiff  that  the  members  of  the  Hydro-Electric  Power 
Commission  were  guilty  of  fraud  and  deception  as  set  out 
in  the  statement  of  claim,  to  assume  the  truth  of  the  state- 
ment and  therefore  grant  a  fiat.  Under  this  doctrine  it 
would  be  simply  necessary  for  a  plaintiff  to  interject  into 
his  pleading  any  allegation  calculated,  if  true,  to  justify  the 
issue  of  a  fiat,  and  a  fiat  would  follow  as  a  matter  of  course. 
As  I  cannot  agree  with  this,  and,  as  under  such  circum- 
stances fiats  have  been  many  times  refused,  I  do  not  see  my 
way  clear  to  grant  these  applications. 

Apart  from  the  question  of  fraud,  the  plaintiff's  conten- 
tion in  each  case  rests  upon  the  view  that  the  municipal 
councils  had  not  the  power  under  the  statute  to  finally  enter 
into  contracts  with  the  Hydro-Electric  Power  Commission 
without  submitting  the  terms  of  them  to  the  ratepayers.  I 
have  personal  knowledge  that  this  was  not  the  intention  of 
the  legislature  and  I  cannot  divest  myself  of  that  knowl- 
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distribution  of  electrical  power  is  of  such  a  nature 
that  continuous  increments  of  capital  are  neces- 
sary if  the  business  is  serving  an  area  in  which  the 
population  is  increasing.  For  that  reason  the  City 
can  never  hope  to  possess  the  Hydro  system  "free, 
gratis."  In  so  far  as  the  plant  has  earned  at  any 
time  surplus  sufficient  to  extinguish  debt,  that  debt 
has  been  paid  by  the  citizens  and  in  no  sense  has 
any  of  the  property  been  procured  for  nothing. 

The  City  of  Toronto  passed  a  Hydro  By-law  as 
described  and  entered  into  a  contract  with  the 
Hydro  Electric  Commission  for  the  supply  of 
power;  the  Commission  proceeded  with  its  plans 
and  built  a  transmission  line  from  Niagara  to 
Toronto.  The  circumstances  of  the  relations  be- 
tween the  City  and  the  Hydro  Commission  at  that 
time  as  well  as  at  later  periods  show  conclusively 
that  the  City  of  Toronto  was  being  used  by  the 
Hydro  for  its  own  purposes.  Not  without  diffi- 
culty did  the  Hydro  Commission  retain  control  of 
the  City  Council.  The  Council  changes  its  compo- 
sition to  some  extent  every  year  and  a  fluctuating 
body  is  always  more  difficult  to  manipulate  than 
a  permanent  or  long-continued  body. 

Had  the  City  Council  of  Toronto  not  been  in- 
volved in  the  Hydro  propaganda  and  had  it  not 
been  so  deeply  committed  as  it  was  to  the  support 
of  the  Commission,  it  would  have  been  free  to  make 
its  own  arrangements  with  the  generating,  trans- 
mitting and  distributing  companies.    These  ar- 
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rangements  could  have  been  made  by  contracts  or 
by  purchase  on  terms  very  favorable  to  the  City. 
In  the  first  case  the  City  would  not  have  had  to  find 
any  capital  and  in  the  second  case  the  amount  of 
capital  required  would  have  been  a  fraction  of  the 
amount  which  the  City  had  to  procure  by  way  of 
contribution  to  the  grandiose  plans  of  the  Hydro- 
Electric. 

In  1907,  before  the  By-law  of  January  1,  1908, 
was  submitted  to  the  voters,  the  Toronto  Electric 
Light  Company  made  three  propositions  to  the 
City,  any  one  of  which  might  with  advantage  have 
been  accepted.  These  proposals  were  in  brief  as 
follows : 

1°  An  arrangement  similar  to  that  with  the  Gas  Com- 
pany ;  a  fixed  dividend  of  8  per  cent,  surplus  to  go  to 
reduce  the  rates,  city  to  be  represented  on  the  direc- 
torate. 

2°  City  to  buy  $1,000,000  of  new  stock  at  par.  City  to 
be  represented  by  three  on  a  Board  of  ten  directors. 
The  surplus  over  the  agreed-upon  dividend  to  go  to 
reduce  the  rates  as  in  the  first  proposal.  The  com- 
pany's stock  would  then  be  $5,000,000  with  $1,000,- 
000  in  bonds. 

3°  The  City  to  buy  plant  at  a  price  based  on  its  present 
earning  power  and  continue  the  contract  with  the 
Electrical  Development  Company. 

The  City  Council  at  the  instigation  of  the  Hydro- 
Electric  Commission  rejected  all  these  proposals. 

The  Hydro  Commission  built  a  transmission  line, 
although  there  was  already  a  line  in  existence,  and 
then  induced  the  City  to  form  a  Toronto  Hydro- 
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Electric  System  to  be  managed  by  a  Commission 
bearing  approximately  the  same  legal  relation  to 
the  City  Council  of  Toronto  as  the  Provincial 
Hydro  Commission  bore  to  the  Government.  The 
Toronto  Commission  installed  a  wholly  new  dis- 
tributing system,  alongside  of  a  portion  of  that  of 
the  Electric  Light  Company.  Within  the  area  of 
the  activities  of  the  Commission  it  entered  into 
competition  with  the  Company. 

No  emphasis  had  been  laid,  to  say  the  least,  in 
the  Hydro  propaganda  before  the  vote  for  the  By- 
law was  taken,  upon  the  limited  area  which  the 
Hydro  proposed  to  serve.  The  popular  belief  was 
certainly  that  the  Hydro  was  to  save  public  money 
by  doing  what  the  Electric  Light  Company  was 
doing  at  a  small  part  of  the  cost  in  capital  expen- 
diture. 

In  the  municipal  system  of  Toronto  there  is  a 
small  body  separate  from  the  City  Council  and  in- 
dependent of  it.  The  function  of  this  body  is  to 
subject  to  careful  scrutiny  all  schemes  involving 
public  expenditure.  This  body,  the  Board  of  Con- 
trol, instructed  Messrs.  Smith,  Kerry  and  Chase, 
a  firm  of  engineers,  to  prepare  an  estimate  for  a 
complete  power  and  light  distributing  plant  for 
the  City.  The  estimate  submitted  by  this  firm 
amounted  to  $5,250,000.  This  amount  did  not  in- 
clude the  cost  of  producing  power  or  of  transmit- 
ting it. 

The  engineers'  estimate  frightened  the  Board  of 
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Control.  The  Hydro  enthusiasts  had  always  spoken 
in  terms  of  a  few  hundred  thousands  and  the  engi- 
neers spoke  in  terms  of  millions.  Clearly  the  most 
economical  plan  would  be  to  take  the  existing  plant 
of  the  Electric  Light  Company  as  a  basis  and  to 
extend  it  as  required  by  the  growth  of  the  City. 
The  cost  would  be  much  less  than  the  cost  of  in- 
stalling a  wholly  new  plant.  But  the  Provincial 
Hydro  would  tolerate  nothing  but  a  competitive 
distributing  plant  to  connect  with  their  competi- 
tive transmission  line.  The  Board  of  Control  then 
asked  Mr.  Dow,  a  well-known  electrical  engineer 
in  Detroit,  to  examine  the  estimates  and  to  advise 
the  Board.  He  suggested  that  instead  of  attempt- 
ing to  provide  a  plant  to  light  the  City  as  a  whole, 
a  small  plant  should  be  provided  sufficient  to  com- 
pete with  the  Company  within  a  restricted  area 
and  to  furnish  street  lighting  within  that  area. 
Mr.  Dow  advised  that  such  a  plant  could  be  erected 
for  |2,500,000.  The  Board  asked,  however,  for 
$2,750,000.16  No  mention  was  made  of  these  esti- 
mates in  the  By-law  submitted  to  the  ratepayers, 
although  the  Acts  then  in  force  required  that  the 
By-laws  should  contain  reference  to  estimates  in 
respect  to  the  cost  of  their  subject  matter. 

The  By-law  thus  passed  ostensibly  to  provide  a 
complete  system  of  lighting  for  the  City  really  pro- 
vided only  a  small  part  of  such  a  system.    In  an 


18  Letter  signed  by  James  Pearson,  in  The  News,  Toronto, 
December  31,  1907. 
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important  sense,  apart  from  the  question  of  area 
served,  it  was  not  complete.  The  Hydro  Commis- 
sion refrained  from  installing  a  steam  plant  on 
the  ground  that  such  a  plant  was  not  necessary. 
In  a  sense,  that  statement  was  true,  the  Hydro 
might  rely  upon  the  reserve  plant  of  its  competi- 
tor. It  did  so  rely  and  made  use  of  it  when  occa- 
sion required.  Had  this  steam  plant  not  been  avail- 
able, the  Hydro  would  have  been  helpless. 

The  Electric  Light  Company  reduced  its  rates 
as  it  must  have  had  to  do,  competition  or  no  com- 
petition, for  with  a  larger  amount  of  power  to 
sell  than  formerly  the  Company  had  to  reduce  rates 
in  order  to  stimulate  demand.  The  Hydro  Com- 
mission attributed  unjustifiably  the  credit  of  rate 
reduction  to  the  competitive  action  of  the  Com- 
mission. Consumers  found  great  difficulty  in  com- 
paring the  costs  of  supply  by  the  Commission  and 
the  Company  respectively.  The  Company's  rate 
was  easily  understood,  but  the  rate  as  determined 
by  the  Commission  was  complicated.  First,  there 
was  a  so-called  Service  Charge  of  3  cents  per  month 
for  each  100  sq.  ft.  of  lightable  space  within  the 
residence,  and  second,  there  was  an  Energy  Charge 
at  2  cents  per  K.W.  hour  for  a  certain  number  of 
hours  determined  by  the  measurement  of  the  light- 
able  space  and  at  1  cent  per  K.W.  hour  for  the 
balance  of  the  current  used.  The  Company  sus- 
tained its  business,  the  competition  notwithstand- 
ing. 
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There  were  several  elements  of  advantage  en- 
joyed by  the  Hydro  Commission,  both  in  respect 
to  the  transmission  lines  under  the  care  of  the  Com- 
mission and  the  distributing  lines  under  the  care 
of  the  other.  The  Electrical  Development  Com- 
pany had  purchased  from  private  owners  a  right 
of  way  about  100  ft.  wide  from  Niagara  to  Toronto. 
On  this  right  of  way,  fenced  throughout,  their 
transmission  poles  had  been  erected.  This  method 
involved  a  minimum  of  risk  so  far  as  the  public 
was  concerned.  Only  in  cases  where  the  wires 
crossed  public  roads  was  there  any  risk  whatever. 
The  Hydro-Electric  Commission  erected  its  poles 
in  any  place  which  suited  its  convenience,  but  in 
general  erected  them  on  the  corners  of  farms  and 
in  other  exposed  and  unfenced  places.  The  Hydro 
Commission  transmission  line  conveyed  its  cur- 
rent at  double  the  voltage  of  the  current  of  the 
Electrical  Development  Company,  and  therefore 
instead  of  less  caution  much  greater  caution  was 
expedient.  The  Hydro  Commission  was  amply 
warned  of  the  dangerous  character  of  the  construc- 
tion of  its  line.  The  Hydro  Commission  ruined 
the  appearance  of  a  great  part  of  the  shore  of  Lake 
Ontario  in  the  neighborhood  of  Toronto  by  the 
erection  of  unsightly  skeleton  poles  in  places  where 
they  were  both  a  public  nuisance  and  a  public 
danger. 

The  transmission  line  and  the  distributing  sys- 
tem of  the  Companies  were  both  liable  for  Pro- 
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rincial  and  Municipal  taxes.  For  some  years  the 
Hydro  Commission  paid  no  taxes  whatever  and 
even  when  the  municipalities  revolted  against  the 
exemption,  municipal  taxes  were  levied  upon  the 
Commission  only  in  respect  to  land  and  not  in  re- 
spect to  improvements,  although  in  the  case  of  the 
competing  Companies  this  was  not  the  basis  of 
taxation.  The  Toronto  Hydro-Electric  System 
paid  no  taxes  of  any  kind  either  to  the  City  or  the 
Province.  Before  instituting  a  comparison  be- 
tween the  financial  results  of  private  and  public 
ownership  in  cases  such  as  that  of  Toronto  where 
the  two  systems  were  working  side  by  side,  it  i& 
obviously  necessary  to  take  the  facts  of  taxation 
into  account,  as  well  as  the  facts  of  any  impedi- 
ments which  may  be  thrown  in  the  way  of  the  pri- 
vate enterprise  by  the  public  authority. 

In  connection  with  the  construction  of  the  trans- 
mission line,  a  series  of  incidents  occurred  such  as 
very  frequently  make  their  appearance  in  "public 
ownership"  schemes.  The  lowest  tender  for  the 
line  was  $1,009,000,  but  the  contract  was  given  at 
$1,250,000  to  Messrs.  McGuigan  and  Smith.  The 
Smith  in  question  was  Mr.  Cecil  B.  Smith,  who 
had  been  the  Chief  Engineer  for  the  original  Pro- 
vincial Commission  of  Inquiry  into  the  Hydro 
schemes  and  who  was  the  chief  promoter  of  the 
affair  from  the  beginning  as  has  already  been  de- 
scribed. The  acceptance  of  the  contract  to  erect 
the  line  which  he  had  himself  projected  as  consult- 
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ing  engineer  was  not  wholly  in  accordance  with 
professional  etiquette  as  generally  understood. 

Had  the  Hydro-Electric  Commission  been  con- 
tent to  remain  an  inspecting  and  regulating  body, 
it  might  have  rendered  good  service  to  the  com- 
munity without  contributing  to  the  destruction  of 
private  enterprise  and  without  needlessly  incurring 
on  behalf  of  the  Province  an  enormous  debt.  Only 
inordinate  ambition  on  the  part  of  a  few  politicians 
prevented  a  sensible  and  reasonable  course  from 
being  followed. 

The  object  of  the  Hydro  policy  was  very  plain. 
The  promoters  of  the  Hydro  thought  that  the  Com- 
panies— both  transmitting  and  distributing — would 
be  embarrassed  by  the  competition  of  the  Hydro 
because  of  the  power  of  the  latter  to  fix  rates  arbi- 
trarily at  a  point  which  could  yield  no  profit  to 
the  Companies  and  that  the  consequences  to  the 
Companies  would  be  ruinous.  At  the  same  time 
the  insidious  approach  by  degrees  had  obtained 
the  adhesion  of  the  municipality  of  Toronto  and 
therefore  of  a  sufficient  number  of  other  munici- 
palities to  carry  the  scheme.  This  insidious  ap- 
proach was  managed  by  means,  first,  of  purely 
hypothetical  estimates  without  any  pretense  of 
accuracy.  The  public  were  repeatedly  assured  that 
these  estimates  would  not  be  exceeded.  Then  came 
the  engineers'  estimates.  These  were  either  thrown 
aside  or  cut  down  by  the  adoption  of  various  devices 
until  the  estimates  were  brought  to  a  point  at  which 
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they  were  only  about  five  times  in  excess  of  the 
original  hypothetical  "estimates. "  By  that  time 
the  public  had  been  "educated"  to  a  sufficient  ex- 
tent to  swallow  the  reduced  estimates.  Then  when 
the  estimates  were  exceded,  as  they  were,  the  pub- 
lic had  gone  too  far  to  recede.  Thus  by  the  exercise 
of  political  craft,  Toronto  came  to  identify  its  in- 
terests with  those  of  the  Hydro,  and  so  far  as  light- 
ing was  concerned  it  had  to  support  the  Hydro 
right  or  wrong. 


VIII 


THE  HYDRO-ELECTRIC  POWER  COMMISSION 
SECOND  PHASE 

III 

Legislation  to  Condone  Violations  of  Law  and  to 
Close  the  Courts 
The  Worrying  of  the  Power  Companies 

In  spite  of  the  extensive  powers  of  the  Ontario 
Legislature,  it  has  in  general  been  difficult  to  per- 
suade it  that  it  is  not  bound  by  its  own  acts,  and 
that  in  this  respect  its  powers  were  limited.  Thus 
the  first  business  of  the  Hydro  Commission  was  to 
get  rid  of  all  legislation  on  the  Statute  Book  which 
might  be  embarrassing  for  the  Hydro  to  encounter. 
Among  Acts  which  appeared  likely  to  hamper  the 
proceedings  of  the  Hydro  was  the  Gonmee  Act. 
Under  this  Act  the  property  of  a  joint  stock  com- 
pany could  not  be  taken  from  it  without  due  proc- 
ess of  law — a  well  tested  principle  as  old  as  the 
earliest  English  charters,  but  most  conspicuous  in 
Magna  Charta.  The  intention  of  the  Act  was  to 
prevent  the  tendency  towards  predatory  expropria- 
tion by  municipalities  and  legislatures  which  was 
beginning  to  be  evident  before  the  last  century 
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drew  to  its  close.  That  is,  it  was  devised  to  frus- 
trate attempts  to  pass  confiscatory  legislation,  the 
very  kind  of  legislation  contemplated  by  the  Hydro 
Commission.  In  order  to  do  what  they  intended 
to  do,  the  members  of  the  Commission  inserted  a 
clause  in  their  first  Bill  to  the  effect  that  the 
Conmee  Act  did  not  apply  to  Hydro  municipalities. 

Then  followed  a  series  of  Acts  introduced  by  the 
Hydro,  always  at  the  end  of  a  session  of  the  Legis- 
lature and  always  without  adequate  time  being 
given  either  for  their  discussion  by  the  public  or 
by  the  Legislature.  That  this  procedure  so  con- 
trary to  sound  parliamentary  methods  was  deliber- 
ately adopted  in  order  that  the  Acts  might  be 
rushed  through  the  House  without  serious  debate 
was  quite  evident. 

Practically  every  Hydro  Act  was  brought  in  and 
passed  in  this  manner.  Such  a  course  had  its  dis- 
advantages even  for  the  Hydro.  The  Acts  were  in- 
variably hastily  drawn.  They  did  not  always  pro- 
vide what  they  were  intended  to  provide.  Impor- 
tant omissions  were  often  made.  Thus  in  the  Peter- 
borough case,  three  Acts  were  brought  in  and 
passed  in  place  of  one,  because  the  first  and  second 
were  both  defectively  drafted. 

Amending  measures  upon  amending  measures 
have  been  passed  in  the  general  interests  of  the 
Hydro  until  the  Hydro  Acts  constitute  an  enor- 
mous pile  of  ill-digested  and  incoherent  legislation, 
nearly  all  of  which  would  have  been  disallowed  at 
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Ottawa,  if  the  Dominion  House  were  not  amenable 
to  the  wride-stretching  influence  of  Hydro  propa- 
ganda. 

The  Act  which  established  the  Hydro-Electric 
Commission  endowed  it  with  somewhat  limited 
powers.  These  powers  were  chiefly  of  a  visitatorial 
description.  The  regulation  of  the  water  powers 
of  the  Province  was  placed  in  its  hands  and  the 
regulation  of  the  water-power  of  Niagara  was  taken 
from  the  Park  Commission  and  handed  over  to  the 
Hydro  Commission.  So  soon  as  the  Commission 
assumed  office,  it  began  a  series  of  irritating  inter- 
ferences with  the  Companies  then  developing  power 
at  Niagara.  The  object  of  these  interferences  was 
apparent.  The  Commission  was  attempting  to  de- 
preciate the  value  of  the  plants  previous  to  seeking 
power  from  the  Government  to  expropriate  them. 
Then  followed  a  series  of  Acts  by  which  the  Com- 
mission removed  any  legal  obstacles  which  stood 
in  the  wray  of  the  prosecution  of  their  designs. 

The  first  legislative  step  was  to  place  the  Com- 
mission in  a  position  of  immunity  from  prosecution 
on  the  ground  of  arbitrary  interference  with  or  of 
injury  to  property.  This  was  accomplished  by  a 
clause  in  6  Edw.  VII.  Chap.  15,  Sec.  21.  "No  ac- 
tion shall  be  brought  against  the  Commission  or 
against  any  member  thereof  for  anything  done  or 
omitted  in  the  exercise  of  his  office  without  the  con- 
sent of  the  Attorney-General  for  Ontario."  In  a 
Statute  of  the  subsequent  year  (7  Edw.  VII.  Chap. 
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19,  Sec.  23 )  this  clause  is  repeated  in  substantially 
the  same  terms. 

It  is  clear  that  such  a  clause  practically  made 
the  Hydro  Commission  an  irresponsible  body.  It 
is  true  that  it  was  responsible  to  the  Provincial 
Government  and  through  it  to  the  Legislature,  but 
since  the  Hydro  controlled  both  of  these,  it  be- 
came in  effect  responsible  to  nobody.  Without 
such  a  clause  the  acts  of  the  Hydro  in  respect  to 
private  property  would  have  been  subject  to  re- 
vision by  the  courts  of  law.  With  such  a  clause 
no  case  against  the  Hydro  could  be  brought  in  any 
court  without  the  consent  of  the  Attorney-General. 
That  this  was  not  a  merely  formal  provision  de- 
vised to  prevent  vexatious  litigation  was  soon 
shown.  When  the  Hydro  proceeded  in  its  custom- 
ary arbitrary  manner  to  enter  upon  private  prop- 
erty and  to  erect  its  transmission  poles,  some  of 
the  farmers  from  whom  the  Commission  had  not 
taken  the  trouble  to  obtain  leave  to  use  their  fields 
in  this  manner,  attempted  to  sue  the  Commission, 
other  measures  having  failed.  They  soon  found 
that  the  Commission  had  made  itself  impregnable. 
No  court  would  listen  to  the  farmers. 

This  immunity  led  the  Hydro  Commission  to 
commit  a  number  of  acts  in  violation  of  statutory 
provisions  of  the  Legislature  and  even  in  violation 
of  statutes  passed  at  the  instance  of  the  Hydro. 
These  acts  would  have  led  to  great  legal  confusion 
and  might  have  prevented  the  Commission  from 
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selling  its  bonds  owing  to  the  doubtful  legality  of 
its  proceedings.  Therefore,  the  Legislature  was 
called  upon  to  homologate  these  proceedings  by 
passing  special  Acts  rendering  them  valid,  ex  post 
facto.  Such  a  special  Act  (8  Edw.  VII.,  Chap.  22, 
Sec.  1)  was  passed  to  validate  contracts  illegally 
entered  into  with  certain  municipalities  and  an- 
other (9  Edw.  VII.,  Chap.  19,  Sec.  3)  was  passed 
to  validate  another  series  of  contracts  made  illegal- 
ly, the  necessary  By-laws  not  having  been  passed. 
These  contracts  were  the  most  important  Hydro 
contracts.  They  were  entered  into  with  Toronto, 
London,  and  other  cities. 

While  the  Hydro  was  closing  the  courts  of  law 
against  persons  who  might  feel  aggrieved  by  its 
proceedings,  it  did  not  scruple  to  appeal  to  the 
courts  when  such  a  course  of  action  suited  its  pur- 
poses. The  action  against  the  Mayor  of  the  Town 
of  Gait  mentioned  in  the  last  chapter  was  taken 
in  pursuance  of  this  policy.  Other  actions  arising 
out  of  the  illegal  contracts  entered  into  by  the 
Hydro  were  instituted  by  ratepayers  in  Toronto 
and  London.  In  order  to  put  a  stop  to  these  ac- 
tions and  to  close  the  courts  effectively  against 
all  complaints  against  the  Hydro,  the  Hydro  se- 
cured the  passing  of  the  following  legislation  (9 
Edw.  VII.,  Chap.  19,  Sec.  8)  : 

Every  action  which  has  been  heretofore  brought  and  is 
now  pending  wherein  the  validity  of  the  said  contract  or 
any  by-law  passed  or  purporting  to  have  been  passed  an- 
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thorizing  the  execution  thereof  by  any  of  the  corporations 
hereinbefore  mentioned  is  attacked  or  called  in  question,  or 
calling  in  question  the  jurisdiction,  power  and  authority  of 
the  Commission  or  of  any  Municipal  Corporation  or  of  the 
Councils  ...  to  exercise  any  power  ...  by  whomso- 
ever such  action  is  brought  shall  be,  and  the  same  is  hereby, 
forever  stayed. 

Thus  all  contracts  with  municipalities  have 
been  made  by  the  Hydro  and  under  its  dictation. 
The  municipalities  have  had  no  status.  Moreover, 
all  contracts  are  one-sided.  If  the  municipality  de- 
faults, it  can  be  sued.  If  the  Hydro  defaults,  it 
cannot  be  sued.  This  condition  has  frequently 
aggravated  the  relations  between  the  Hydro  and 
the  customers  for  its  power  both  public  and  pri- 
vate. A  joint  stock  company  which  contracted  with 
a  power  user  to  supply  a  certain  amount  of  power 
could  be  sued  and  found  liable  for  damages  if  a 
breach  of  contract  occurred.  But  the  Hydro  is 
immune  from  such  a  suit  as  those  have  found  whose 
contracts  were  broken  by  the  Hydro.  Against  it 
there  is  no  recourse.  The  Attorney-General  has 
consistently  refused  fiats  in  all  important  cases 
and  in  almost  all  others  and  the  Hydro  calmly  deals 
with  contracts  and  agreements  as  it  wills. 

The  most  conspicuous  case  was  the  violation  not 
merely  of  law,  but  of  the  contract  entered  into  be- 
tween its  predecessor,  the  Niagara  Park  Commis- 
sion, and  the  Electrical  Development  Company  in 
which  the  following  clause  occurs  (CI.  16)  : 
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The  Commissioners  will  not  themselves  engage  in  making 
use  of  the  water  to  generate  electric,  pneumatic  or  other 
power  except  for  purposes  of  the  Park,  provided  that  in 
case  the  said  Commissioners  ...  at  any  time  may  have 
granted  to  any  other  person  or  corporation  license  to  use 
the  waters  of  the  said  Niagara  or  Welland  Rivers,  and  by 
reason  of  failure  of  such  person  ...  to  carry  on  the 
works  so  licensed,  the  .  .  .  Commissioners  find  it  neces- 
sary to  forfeit  said  license  and  to  take  over  said  works,  this 
clause  shall  not  prohibit  said  Commissioners  from  operating 
such  works  for  the  generation  and  transmission,  sale  or 
lease  of  electricity  or  power. 

This  agreement  was  confirmed  by  an  Act  of  the 
Legislature. 

No  question  of  the  forfeiture  of  the  license  was 
raised,  nor  did  any  conditions  arise  which  might 
cause  such  a  question  to  be  raised,  yet  the  Hydro 
Commission  made  it  evident  that  the  intention  was 
to  disregard  this  agreement  and  to  worry  the  Com- 
pany into  submitting  to  the  forfeiture  of  its  prop- 
erty. 

The  Conservative  newspapers  were  much  puz- 
zled during  the  earlier  phases  of  Hydro  history. 
They  looked  with  dismay  upon  the  apparent  in- 
creasing power  over  the  constituencies  of  the  Chair- 
man of  the  Hydro  Commission  and  gave  his  schemes 
a  reluctant  and  hesitating  support.1  In  the  begin- 
ning of  the  year  1908,  the  Conservative  press  be- 
gan to  sound  a  note  of  alarm.  In  spite  of  pacific 
utterances  on  Hydro  platforms,  the  actions  of  the 


1See,  for  example,  articles  in  The  News,  Toronto  (18  Novem- 
ber, 2,  10,  26  December,  1907,  etc.) 
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Hydro  Commission  showed  clearly  the  direction 
of  its  policy  as  well  as  the  vast  ambitions,  political 
and  industrial,  of  those  who  were  dominating  the 
Commission.  On  December  29,  1907,  addressing  a 
public  meeting  in  Toronto,  on  the  eve  of  the  vote 
for  the  Hydro  By-law  of  January  1,  1908,  Mr.  Beck 
disclaimed  any  attack  upon  the  power  Companies. 

There  was  never  any  intention  on  the  part  of  the  Govern- 
ment of  Ontario,  or  on  the  part  of  any  municipality,  to  do 
them  injustice,  or  to  treat  them  otherwise  than  with  kind- 
ness or  consideration.2 

This  Mr.  Beck  said,  knowing  very  well  that  the 
By-law  for  which  he  was  pleading,  if  passed  and  if 
carried  into  effect,  would  be  employed  by  him  to 
accomplish  either  the  ruin  or  the  expropriation  of 
the  power  Companies. 

The  Conservative  press  was  not  deluded  by  Mr. 
Beck's  protestations. 

The  News  (of  Toronto),  then  a  Conservative 
newspaper,  but  independent  of  party  control,  put 
its  views  in  the  following  terms: 

In  the  contract  between  the  Ontario  Government  and  the 
Electrical  Development  Company  there  is  a  clear  and  un- 
equivocal agreement  based  upon  a  fixed  annual  rental  that 
the  Government  will  not  generate  energy  at  Niagara  in 
competition  with  a  private  company.  It  is  also  provided  in 
the  various  Niagara  concessions  that  each  shall  supply 
energy  in  Ontario  at  equal  prices  at  equal  distances  from 
the  point  of  production.  The  Electrical  Development  Com- 
pany has  built  a  transmission  line  to  Toronto.    It  is  due  to 


2  Mail  and  Empire,  Toronto,  December  30,  1907. 
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the  action  of  the  Government  that  it  has  not  extended  its 
transmission  system  throughout  Western  Ontario.  The 
Ontario  Power  Company  has  devoted  its  whole  attention  to 
the  American  market;  has  built  no  transmission  lines  in 
Ontario,  and  has  substantially  violated  the  very  terms  upon 
which  its  concession  was  obtained.  The  fact  that  this  is  an 
American  company  is  not  a  material  consideration.  It  is 
of  no  consequence  whether  these  services  are  provided  by 
British  Canadian  or  American  capital  so  long  as  good  faith 
obtains  and  contracts  are  observed.  But  the  Government, 
which  is  bound  by  a  solemn  agreement  not  to  compete  with 
the  Electrical  Development  Company,  has  arranged  to  buy 
the  surplus  power  of  the  American  company  and  to  build 
transmission  lines,  by  assessment  upon  the  municipalities, 
for  its  distribution  throughout  the  Province,  thus  relieving 
the  American  company  from  a  great  capital  outlay  and 
heavy  interest  charges,  making  it  impossible  for  the  Elec- 
trical Development  Company  to  make  connection  with  the 
western  municipalities,  cutting  off  one-half  or  two-thirds 
of  its  natural  market,  and  dividing  the  market  which  its 
transmission  line  reaches  by  establishing  a  competing  trans- 
mission system. 

The  situation  is  not  affected  in  the  least  degree  by  the 
character  of  the  capitalists  concerned,  by  their  financial 
methods,  or  by  any  evidence  that  their  design  was  to  estab- 
lish a  monopoly.  That  they  aimed  at  a  monopoly  seems  to 
be  undoubted.  That  is  the  habit  of  modern  corporations, 
but  power  to  regulate  lies  in  the  Government.  The  News 
has  always  held  that  their  concession  was  obtained  without 
proper  provision  for  regulation.  We  have  not  spared  the 
politicians  by  whom  the  concession  was  granted.  We  have 
always  maintained  that  a  private  monopoly  at  Niagara 
should  not  be  tolerated.  Public  contracts,  however,  must 
be  observed,  and  the  faith  of  the1  Province  must  be  kept 
inviolable.  The  remedy  for  the  situation  which  has  been 
created  lies,  therefore,  in  regulation  or  expropriation,  not 
in  repudiation  or  confiscation.8 


*The  News,  Toronto,  January  6,  1908. 
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The  Conservative  Party  as  well  as  a  large  sec- 
tion of  the  public  had  been  stampeded  into  support 
of  the  Hydro,  right  or  wrong;  immense  though 
fatuous  promises  had  been  made  by  the  Hydra 
enthusiasts,  and  no  reasonable  argument  was  even 
permitted  to  be  heard. 

The  policy  and  conduct  of  the  Government  and 
of  the  Hydro  Commission  brought  the  Electrical 
Development  Company  within  a  few  months  after 
the  completion  of  its  plant,  and  after  it  began  1E0 
supply  power  in  Toronto  into  a  condition  of  finan- 
cial embarrassment.  The  embarrassment  was  occa- 
sioned by  the  facts  that  it  had  not  been  able  to 
sell  all  its  bonds,  and  that  in  order  to  complete  its 
plans  a  loan  was  necessary.  This  loan  had  been 
obtained  in  London  by  hypothecation  of  its  bonds 
to  a  larger  amount  than  the  amount  of  the  loan. 
Owing  to  the  action  of  the  Ontario  Government — 
action  which  seemed  destined  to  lead  at  no  distant 
date  to  confiscation — the  lenders  became  nervous 
about  their  security  and  peremptorily  required  re- 
payment of  the  loan.  The  incident  discloses  quite 
conclusively  the  immediate  reaction  of  confiscatory; 
legislation. 

It  may  well  be  understood  that  the  management 
of  a  public  service  corporation  in  the  Province  of 
Ontario  at  this  time  was  a  hard  and  disagreeable 
business.  The  franchises  which  had  been  bought 
and  paid  for  by  the  companies  could  not  be  main- 
tained against  a  Government  which  sheltered  it- 
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self  at  every  turn  behind  the  plea  of  immunity  from 
prosecution  for  breach  of  contract;  yet  the  capital 
by  means  of  which  the  plant  had  been  constructed 
had  been  obtained  on  the  strength  of  an  "irrevo- 
cable license"  issued  by  the  authority  of  the  Gov- 
ernment and  explicitly  confirmed  by  it.  The  situa- 
tion into  which  the  Company  was  forced  by  the 
Hydro  Commission  and  by  the  Government  which 
was  subservient  to  it,  rendered  any  further  appeal 
to  the  money  market  impossible  of  success.  The 
two  companies,4  which  now  depended  upon  the  new 
transmission  line  for  their  supply  of  power,  still 
had  their  steam  plants  to  fall  back  upon,  but  the 
power  they  were  obtaining  from  the  Electrical  De- 
velopment Company  was  necessary  for  them  and 
great  inconvenience  must  have  resulted  to  the  pub- 
lic services  they  were  rendering  unless  that  supply 
was  continued. 

Mr.  William  Mackenzie  was  interested  in  one  of 
these  companies  (the  Toronto  Street  Eailway  Com- 
pany), but  up  till  that  time  (January,  1908)  he 
had  not  been  interested  in  the  other  company  (the 
Toronto  Electric  Light  Company)  nor  in  the  Elec- 
trical Development  Company  which,  as  has  been 
described,  grew  out  of  the  Electric  Light  Company. 
Partly  out  of  self-interest,  in  connection  with  the 
Street  Eailway  Company,  of  which  he  was  Presi- 
dent, although  he  actually  owned  only  the  number 

4  The  Toronto  Street  Railway  Co.  and  the  Toronto  Electric 
Light  Co. 
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of  shares  necessary  to  qualify  as  a  director,  and 
partly  out  of  mere  generosity,  Sir  William  Macken- 
zie went  to  his  strongbox  and  took  out  three  mil- 
lion dollars  in  securities.  These  he  placed  at  the 
disposal  of  the  Electrical  Development  Company 
in  order  that  it  might  arrange  its  floating  obliga- 
tions and  continue  its  service.  This  really  gener- 
ous act  was  greeted  with  noisy  demonstrations  on 
the  part  of  the  Hydro  press.  "The  transaction  was 
denounced  as  a  deadly  menace  to  the  Beck  policy."* 
The  more  reasonable  newspapers  pointed  out : 

The  chances  are,  that  the  Electrical  Development  Com- 
pany was  very  seriously  embarrassed  in  its  financial  opera- 
tions as  a  direct  result  of  the  Government's  policy  and  that 
Mr,  Mackenzie  and  his  allies  have  determined  to  support 
the  enterprise  and,  as  heavy  borrowers  in  the  British  Mar- 
ket, to  avert  the  disrepute  and  the  damage  to  Canadian 
credit  which  its  collapse  would  involve.  This  is  satisfac- 
tory for  the  moment,  whatever  may  be  the  ultimate  results.6 

The  Hydro  newspapers  saw  in  this  simple  trans- 
action entered  into  for  the  purpose  of  protecting 
the  interests  of  British  and  Canadian  investors  a 
malignant  scheme  to  monopolize  Niagara  power. 
Since  the  Hydro  Commission  was  aiming  at  a 
monopoly  on  its  own  account,  such  an  accusation 
was  merely  brazen. 

As  a  matter  of  fact,  the  Companies  seem  to  have 
felt  that  the  situation  was  intolerable,  and  that 

6  The  News,  Toronto,  February  17,  1908,  referring  to  an  attack 
upon  the  transaction  in  the  Toronto  Telegram. 
8  The  News,  loc.  ciU 
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there  being  no  apparent  limit  to  the  dictatorial 
attitude  of  the  Government  and  of  the  Hydro  Com- 
mission by  which  it  was  controlled,  and  there  being 
no  hope  in  an  appeal  to  the  public  conscience  in 
the  then  state  of  the  public  mind,  the  best  course 
to  pursue  was  to  offer  to  hand  over  the  enterprises 
to  the  public  authorities  on  the  best  terms  obtain- 
able. With  this  object  in  view  the  Toronto  Electric 
Light  Company  offered  in  February,  1908,  to  sell 
its  business  to  the  City  of  Toronto.  This  Company 
had  previously  in  accordance  with  its  business 
policy  entered  into  a  contract  with  its  allied  com- 
pany, the  Electrical  Development  Company,  for 
the  supply  of  power  from  its  new  transmission 
line  from  Niagara.  The  idea  of  the  purchase  by 
Toronto  of  the  Electric  Light  Company  and 
through  that  purchase  the  possession  of  a  supply 
of  power  independently  of  the  Hydro  Commission 
did  not  suit  the  policy  of  that  body.  If  the  City 
bought  the  Electric  Light  Company,  it  would  also 
buy  the  contract  for  the  supply  of  power  which 
the  Company  had  made  with  the  Electrical  De- 
velopment Company.  The  Globe,  one  of  the  most 
ardent  Hydro  papers,  urged  upon  the  Toronto  City 
Council  to  refuse  the  offer  unless  it  involved  "the 
furnishing  of  power  more  cheaply  than  the  Hydro 
Electric  Commission's  pole  line."7 

The  intention  of  the  Hydro  party  evidently  was 


*  Th*  Globe,  February  22,  1908. 
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to  compete  with  the  Electric  Light  Company  by 
offering  service  at  a  rate  which  could  not  pay  either 
the  Hydro  or  the  Company  in  the  hope  that  the 
property  of  the  latter  might  eventually  be  bought 
at  the  price  of  scrap  copper.  The  City  Council 
obeyed  the  Hydro  mandate.  "It  required  less  than 
thirty  minutes  yesterday  for  the  City  Council  to 
receive  a  message  from  the  Mayor  in  support  of  a 
proposal  to  apply  for  a  contract  to  the  Hydro- 
Electric  Commission,"  etc.8  The  Mayor  stated  that 
the  City  was  "in  honor  bound"  to  enter  into  a  con- 
tract with  the  Hydro-Electric  Commission  and  that 
therefore  unless  the  Toronto  Electric  Light  Com- 
pany could  be  acquired  without  the  attached  con- 
tract with  the  Electrical  Development  Company, 
it  could  not  be  acquired  at  all.  Meanwhile,  the 
Hydro-Electric  Commission  had  not  even  let  the 
contract  for  the  transmission  line  which  it  pro- 
posed to  erect.9 

The  Hydro,  having  contracted  with  the  Ontario 
Power  Company  for  a  supply  of  power  and  with 
the  City  of  Toronto  for  the  sale  of  this  power,  pro- 
ceeded to  the  erection  of  a  transmission  line.  The 
Hydro  thus  entered  into  competition  with  the  Com- 
panies whose  business  it  was  appointed  to  regu- 
late. According  to  the  Premier  (Mr.  Whitney), 
nothing  was  to  be  done  adversely  to  the  power  Com- 
panies or  to  the  interests  of  those  who  had  invested 


•  The  World,  March  17,  1908. 

•  This  contract  was  let  in  August,  1908. 
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money  in  them  unless  these  Companies  proved  to 
be  unreasonable.  Yet  the  initial  steps  in  a  cam- 
paign against  the  investors  in  all  public  utility 
securities  in  Canada  was  begun  immediately  the 
first  Hydro  Bill  was  passed,  and  in  spite  of  con- 
temporaneous protestations  on  the  part  alike  of 
the  Government  and  the  Hydro  Commission. 

The  history  of  the  years  between  1908  and  1916 
need  not  be  detailed.  The  competition,  such  as  it 
was,  went  on ;  the  Hydro  continued  its  propaganda ; 
the  War  made  financing  difficult  for  the  Com- 
panies. In  connection  with  the  financial  arrange- 
ments of  the  British  Government,  the  securities  of 
the  Electrical  Development  Company,  held  chiefly 
in  England,  were  lent  to  the  Government  by  their 
holders  in  exchange  for  British  Government  obli- 
gations. The  Company  survived,  although  further 
financing  was  not  at  that  time  possible.  The  cir- 
cumstances of  the  War  had  no  ameliorating  effect 
upon  the  Hydro  Commission.  The  Chairman,  now 
Sir  Adam  Beck,  became  increasingly  aggressive. 
The  Hydro  Commission  in  spite  of  the  rhodomon- 
tade  with  which  its  proceedings  were  customarily 
lauded,  had  organized  little  besides  demonstra- 
tions. It  had  erected  a  transmission  line,  but  that 
was  practically  all.  No  power  had  been  generated 
by  it  at  Niagara. 

Negotiations  for  the  purchase  of  The  Ontario 
Power  Company  began  in  1915.  The  purchase  was 
concluded  in  May,  1917 ;  the  price  being  $22,669,- 


NIAGARA  IN  POLITICS  127 


000.  The  transaction  was  effected  without  any 
cash  payment.  The  Hydro  Commission  assumed 
the  bonded  indebtedness  of  the  Company  and  ex- 
changed its  own  bonds  for  the  Company's  common 
stock.10 

On  March  20,  1917,  Sir  Adam  Beck  launched 
with  his  customary  recklessness  an  attack  upon  the 
Electrical  Development  Company  in  the  Provincial 
Legislature.  He  accused  the  Company  of  "steal- 
ing water."  The  Company  had,  he  said,  under  its 
agreement,  the  right  to  develop  125,000  H.P.  where- 
as on  certain  dates  which  he  mentioned  it  had  de- 
veloped up  to  149,750  H.P.  "We  must  have  that 
power  for  the  manufacture  of  munitions  of  war 
and  for  the  people  of  Ontario,  and  we  cannot  afford 
to  tolerate  any  more  conduct  of  this  sort  on  the 
part  of  these  interests." 

The  facts  were,  as  stated  by  Sir  William  Mac- 
kenzie in  a  letter  to  the  Premier,11  that  one-third  of 
the  total  power  developed  by  the  Electrical  Devel- 
opment Company  was  being  supplied  to  munition 
works.  These  were  on  both  sides  of  the  line.  Sir 
Adam  did  all  he  could  to  influence  the  Dominion 
Government  to  prevent  the  export  of  power,  al- 
though he  knew  that  the  additional  power  which 
was  being  exported  was  being  used  for  munition 
purposes.  The  British  Government  intervened  and 
asked  the  Dominion  Government  not  to  interfere 

10  The  Globe,  Toronto,  June  1,  1917. 

11  Quoted  below. 
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with  the  supply  of  power  to  American  munition 
works  which  were  fulfilling  contracts  for  the  Brit- 
ish War  Office. 

Sir  William  Mackenzie  in  a  letter  to  Sir  William 
Hearst12  describes  very  correctly  Sir  Adam  Beck's 
campaign : 

Sir  Adam  has  more  than  once  reflected  upon  my  business 
judgment  and,  with  strange  inconsistency,  persistently 
covets  one  after  another  the  things  I  have  tried  to  build  up. 

The  Hydro  Commission  from  the  beginning  of  its 
history  has  displayed  no  initiative.  It  has  followed 
the  lead  of  others.  It  has  invariably  interposed 
itself  when  it  seemed  possible  to  gain  by  work 
which  had  already  been  done.  It  has  persistently 
"reaped  where  it  had  not  sown  and  gathered  where 
it  had  not  strawed." 

In  the  letter  from  which  quotation  has  been 
made,  Sir  William  Mackenzie  narrates  an  incident 
characteristic  of  the  recklessness  of  Sir  Adam 
Beck's  conduct.  He  accused  an  official  of  the  To- 
ronto and  York  Badial  Railway  Company  of  having 
made  a  statement,  the  purport  of  which  was  not 
disclosed.  The  official  was  able  at  once  to  prove 
that  he  had  not  said  what  Sir  Adam  Beck  attrib- 
uted to  him.  Whereupon  "Sir  Adam  coolly  re- 
torted, 'Can't  you  take  a  joke?'  "  "I  will  confess," 
Sir  William  Mackenzie  adds,  "that  at  the  time  I 
could  not  see  the  joke,  nor  do  I  see  it  yet;  but  then 


13  Published  in  The  Mail  and  Empire,  Toronto,  March  23,  1917. 
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I  am  of  Scotch  descent,  and  probably  fail  to  appre- 
ciate Sir  Adam  Beck's  peculiar  sense  of  humor.1* 
The  Company  was  bound  to  pay  and  did  un- 
doubtedly pay  to  the  Province  in  respect  to  all  the 
power  it  utilized;  there  could  not  be  any  question 
of  "stealing."  If,  as  is  possible  under  the  pressure 
of  demand  for  power  for  munitions  at  the  most 
acute  stage  of  the  War,  in  the  spring  of  1917,  a 
larger  quantity  of  water  was  being  diverted  from 
the  Falls  than  the  Treaty  permitted,  that  offence, 
if  any  offence  was  committed,  did  not  fall  within 
the  jurisdiction  of  the  Hydro  Commission.  It  was 
clearly  the  duty  of  the  generating  company  at  that 
critical  moment  to  utilize  every  pound  of  water 
which  its  plant,  including  its  reserve  plant,  permit- 
ted. At  that  moment,  the  Hydro  Commission  was 
supplying  for  munition  manufacture  from  its  quota 
of  power  a  smaller  proportion  than  the  Electrical 
Development  Company  was  supplying.  The  whole 
matter  was  put  very  clearly  in  a  letter  to  Sir 
Adam  Beck  by  Mr.  R.  J.  Fleming,  Manager  of  the 
Electrical  Development  Company.14  Mr.  Fleming 
pointed  out  that  his  Company  reported  each  month 
to  the  competent  authorities,  Provincial  and  Do- 
minion, the  quantity  of  power  utilized  and  that 
these  authorities  had  raised  no  objection  nor  had 
they  suggested  that  the  Company  was  exceeding  its 
legal  rights.    Mr.  Fleming  very  pertinently  adds: 


"  Published  in  The  Mail  and  Empire,  Toronto,  March.  23,  1917. 
u  Published  in  The  Mail  and  Empire,  March  27,  1917. 
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On  February  12,  1917,  we  were  .notified  by  the  Hydro- 
Electric  Commission  that  the  Government  had  created  the 
anomaly  of  appointing  you,  our  main  business  competitor, 
as  inspector  under  the  legislation  known  as  the  "Act  to 
regulate  the  use  of  the  waters  of  the  Province  of  Ontario 
for  Power  Purposes/'  By  this  power  given  your  Commis- 
sion, you  override  the  International  Waterways  Commis- 
sioners, and  the  Queen  Victoria  Niagara  Falls  Park  Com- 
missioners, with  whom  we  have  our  agreement;  and  without 
a  hearing  of  any  kind,  without  any  adequate  knowledge  of 
the  facts,  you  publicly  pronounce  judgment  upon  us  and 
charge  us  with  stealing  water.  .   .  . 

It  might  interest  you  to  know  that  we  have  munition 
plants  on  our  line  whose  demands  total  more  than  60,000 
H.P.  and  that  when  you  seek  to  embarrass  the  operation 
of  our  Niagara  plant,  as  you  have  been  doing  for  many  a 
day,  you  do  not  advance  the  interests  of  the  munition  plants 
of  the  country  nor  the  cause  of  the  Allies.  Should  you 
succeed  in  interfering  with  our  export  of  power  (which  we 
have  been  assured  is  entirely  devoted  to  use  by  the  munition 
plants  in  Buffalo)  our  steam  plants  in  Toronto  will  be 
closed  down,  as  we  cannot  afford  to  operate  them  at  such 
prices  as  we  can  secure  for  power  here.  .   .  . 

In  its  distribution  of  power,  this  Company  has  more  and 
more  had  consideration  for  industries  engaged  in  the  work 
of  manufacturing  munitions  for  Britain  and  her  Allies. 
.  .  .  This  Company  feels  bound  to  give  first  preference 
to  the  manufacturing  demands  of  munition  plants,  no  mat- 
ter where  situated.  .  .  . 

It  is  perfectly  evident  that  the  storm  raised  by 
Sir  Adam  Beck,  at  this  time,  had  nothing  whatever 
to  do  with  power  service  for  munitions,  but  had 
everything  to  do  with  the  political  propaganda  of 
the  Hydro.  He  was  developing  his  Chippawa 
project  and  to  divert  attention  from  the  details  of 
it,  an  attack  on  his  competitors  was  necessary. 
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The  views  of  Sir  Adam  Beck  and  his  supporters 
may  be  regarded  as  being  expressed  in  the  follow- 
ing terms : 

Sir  Adam  Beck  has  been  considerably  hampered  at  times 
by  the  lack  of  authority  to  carry  out  what  was  obviously 
necessary.  Representing  the  municipalities  which  are  the 
authors  and  real  owners  of  the  Hydro-Electric  system,  he 
has  secured  for  them  the  power  and  the  control  that  at  one 
time  it  seemed  the  Government  desired  to  usurp.  That 
there  should  be  supervision  and  some  prudent  degree  of 
control  on  the  part  of  the  Government  is  generally  admitted, 
but  many  serious  delays  occurred  at  important  phases  of 
the  Commission's  work,  and  this  had  in  some  way  to  be 
obviated.  There  is  actually  abundant  control  over  the  Com- 
mission in  the  fact  that  the  Commissioners  are  appointed 
by  the  Government.  It  has  been  sought  to  have  a  repre- 
sentative of  the  municipalities  on  the  Commission,  but  no 
satisfactory  plan  has  been  devised,  and  the  municipalities 
are  not  likely  to  have  a  better  representative  than  Sir  Adam 
Beck.15 

The  idea  that  in  objecting  to  the  irresponsible  ac- 
tivities of  Sir  Adam  Beck  the  Government  is 
"usurping,"  indicates  a  curious  interpretation  of 
the  meaning  of  "public  ownership." 

The  so-called  Hydro  municipalities  may  one  day 
own  the  Hydro  plants,  but  in  order  to  own  them 
they  must  pay  for  them.  Meanwhile,  the  huge  capi- 
tal invested  in  these  plants  has  been  found  by  the 
Province  and  until  the  Province  has  been  reim- 
bursed, the  ownership  of  the  Hydro  cannot  legiti- 
mately pass  from  the  Province. 


15  The  Toronto  World,  April  7,  1917. 


132  NIAGARA  IN  POLITICS 


An  example  of  the  political  heat  engendered  by 
the  Hydro  and  its  rates  for  different  municipalities 
and  of  the  influence  of  politics  in  the  determination 
of  rates  is  to  be  found  in  the  following  statement 
by  Mr.  T.  J.  Stewart,  M.F.,  who  was  a  member  of 
the  Hamilton  Hydro  Commission. 

Toronto  has  influence  enough  to  get  the  same  price  for 
power  as  we  do,  even  though  we  are  nearer  the  source  of 
supply.  Hamilton  has  not  enough  pull  with  Beck.  He 
owns  and  operates  the  Hydro  and  the  people  pay  for  it. 
If  that  is  municipally  owned  power,  I  am  not  in  favor  of 
it.1* 

Since  Mr.  Stewart  had  been  an  ardent  supporter 
of  the  Hydro  in  its  earlier  stages,  this  statement 
is  significant. 

During  the  War,  the  Companies  working  various 
franchises  found  difficulty  in  financing  the  exten- 
sions to  which  they  had  committed  themselves  and 
very  naturally  asked  for  extended  time  in  order  to 
carry  out  the  proposed  extensions.  Their  applica- 
tions were  opposed  by  the  Hydro  on  the  ground  that 
they  were  not  in  accordance  with  Hydro  policy.17 
The  attitude  of  the  Hydro  in  all  these  matters  was 
that  of  a  dog  in  the  manger.  It  was  indifferent  to 
the  public  convenience,  and  was  concerned  wholly 
with  the  acquisition  of  a  monopoly  in  the  genera- 
tion and  distribution  of  electrical  power. 

18  The  Evening  Telegram,  Toronto,  March  7,  1917. 
1TAs  in  the  case  of  the  Toronto  Suburban  Railway,  sec  Th$ 
Evening  Telegram,  Toronto,  March  29,  1917. 
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The  policy  of  worrying  the  Companies  was  evi- 
dently directed  towards  an  end.  When  the  Com- 
panies found  themselves  in  a  desperate  position, 
they  would  be  willing  to  sell  out  to  the  Hydro 
rather  than  to  go  on  losing  money.  This  scheme 
did  not,  however,  succeed.  The  Companies  were 
able  not  only  to  meet  the  competition,  but  the  Elec- 
tric Light  Company  was  able  to  pay  a  dividend. 
Eventually,  the  Hydro  was  obliged  to  buy  out  both 
the  Electrical  Development  Company  and  the  To- 
ronto Electric  Light  Company  at  prices  which  were 
considerably  beyond  the  sanguine  expectations  of 
the  Hydro  promoters.  Had  the  Hydro  bought  out 
the  Companies  at  an  earlier  stage,  which  might 
easily  have  been  done,  the  enormous  expenditure 
represented  by  the  cost  of  the  transmission  line  and 
of  the  Chippawa  project  would  have  been  avoided. 

On  March  20,  1917,  Sir  Adam  Beck  launched  an 
attack  upon  a  group  of  engineers.  The  Executive 
Committee  of  the  Canadian  Society  of  Engineers 
desired  to  appoint  a  committee  of  engineers  to  in- 
vestigate the  Hydro  projects.  No  public  body  could 
have  acted  more  appropriately.  It  happened  that 
the  Chairman  of  the  Society  was  Mr.  E.  W.  Oliver, 
Chief  Engineer  of  the  Canadian  Northern  Railway, 
and  there  were  upon  the  Executive  Committee  other 
railway  engineers.  The  Chairman  proposed  for 
the  Investigating  Committee  was  Colonel  R.  W. 
Leonard,  well  known  as  an  engineer,  with  great 
experience  in  construction  and  without  political 


134  NIAGARA  IN  POLITICS 

affiliations.  While  attempts  were  being  made 
the  Hydro  Commission  to  control  the  town  of  St. 
Catharines  in  which  Colonel  Leonard  resided,  he 
had  raised  his  voice  at  a  public  meeting  against 
Hydro  domination — that  was  all.  Yet  it  was 
enough;  Sir  Adam  Beck  denounced  this  Investi- 
gating Committee  and  the  Executive  of  the  Cana- 
dian Society  of  Engineers  as  partisan  bodies. 

How  can  the  Ontario  Government — and  I  have  reason  to 
believe  the  Government  will  not — assist  these  men  with  in- 
formation to  criticize  [said  Sir  Adam].  I  call  this  colossal 
gall.    I  call  it  personified  gall.18 

Sir  Adam  Beck's  contemptuous  treatment  of  a  body 
of  engineers  of  the  highest  professional  and  per- 
sonal integrity,  who  were  invited  to  perform  a  task 
which  could  not  be  agreeable  to  them,  might  well 
be  described  in  his  own  language. 


M  The  Evening  Telegram,  Toronto,  March  21,  1917. 
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Abuse  of  power  by  the  Ontario  government  and 
legislature 

The  Hydro-Electric  Power  Commission  after  the 
purchase  of  the  plant  of  The  Ontario  Power  Com- 
pany began  to  generate  power  at  Niagara  Falls  in 
flagrant  violation  of  the  undertaking  given  by  the 
Ontario  Government  in  the  agreement  between  the 
Niagara  Falls  Park  Commissioners  and  the  Elec- 
trical Development  Company.  This  agreement, 
which  was  confirmed  by  the  Government,  contained 
a  clause  to  the  effect  that  the  Park  Commissioners 
would  not  generate  power  at  Niagara.  Before  the 
purchase  of  The  Ontario  Power  Company  was  com- 
pleted, the  Government  prepared  the  way  for  the 
contemplated  breach  of  agreement.  Four  Hydro 
Bills  were  introduced  in  the  closing  hours  of  the 
session  of  1916  and  another  series  was  similarly 
introduced  in  the  succeeding  session  of  1917.  Taken 
together,  these  legislative  Acts  constitute  an  amaz- 
ing group.  They  indicate  a  strange  obliquity  in 
political  ethics  as  conceived  by  the  Ontario  Govern- 
ment, and  as  well  an  unusual  perversion  of  the 
meaning  of  language.  According  to  the  principle 
of  these  Acts,  any  private  person  may  be  wholly 
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deprived  of  his  civil  rights  by  a  Provincial  Legisla- 
ture and  this  Legislature  may  also  declare  that 
black  is  white  or  white  is  black  and  give  legal  force 
to  its  decision.  The  clause,  for  example,  which  de- 
clares that  water  taken  from  Niagara  shall  not  be 
deemed  to  be  water  probably  stands  alone  as  an 
example  of  unintelligent  legislation. 

Fanatics  for  "public  ownership"  forget  that  the 
public  is  composed  of  private  persons  and  that  in- 
juries to  private  persons  are  in  the  nature  of  the 
case  injuries  to  the  public.  The  circumstance  that 
a  government  owes  its  position  to  popular  election 
does  not  justify  it  in  engaging  in  proceedings  such 
as  those  which  in  past  times  brought  autocratic 
rulers  to  their  downfall.  The  perpetrators  of  the 
legislation  in  question  did  not  realize  what  is  an 
indisputable  fact,  that  when  a  government  violates 
the  law,  it  sets  an  example  of  a  character  very  dan- 
gerous to  the  stability  of  government. 

The  clauses  in  various  Acts  of  the  Ontario  Legis- 
lature, relating  to  Niagara  Power  which  seem  to  be 
specially  open  to  criticism  because  they  violate  uni- 
versally accepted  principles  of  law  in  relation  to 
civil  rights,  are  as  follows.  The  list  includes 
clauses  in  some  of  the  Acts  which  have  been  quoted 
in  the  preceding  pages  as  well  as  clauses  in  the 
Acts  of  the  years  1916  and  1917. 

6  Edw.  VII,  Chap  15,  Sec.  21. — No  action  shall  be 
brought  against  the  Commission  or  against  any  member 
thereof  for  anything  done  or  omitted  in  the  exercise  of  his 
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16.  The  Commissioners  will  not  themselves  engage  in 
making  use  of  the  water  to  generate  electric,  pneumatic,  or 
other  power  except  for  the  purposes  of  the  Park,  provided 
that  in  case  the  said  Commissioners  shall  have  granted  or 
at  any  time  may  have  granted  to  any  other  person  or  cor- 
poration license  to  use  the  waters  of  the  said  Niagara  or 
Welland  Rivers,  and  by  reason  of  failure  of  such  person  or 
corporation  to  carry  on  the  works  so  licensed  the  said  Com- 
missioners find  it  necessary  to  forfeit  said  license  and  take 
over  said  works,  this  clause  shall  not  prohibit  said  Com- 
missioners from  operating  such  works  for  the  generation 
and  transmission,  sale  or  lease  of  electricity  or  power. 

Being  desirous  of  constructing  works  on  the 
Chippawa  River  and  of  taking  water  therefrom  for 
the  development  of  electrical  power,  the  Govern- 
ment introduced  and  the  Legislature  passed  the  fol- 
lowing : 

6  Geo.  V,  Chap.  20,  Sec.  3. — The  Government  may  au- 
thorize the  Commission  to: 

(a)  Enter  upon,  survey  and  lay  out,  all  such  lands,  water, 
water  privileges  and  water  powers  as  may  be  required 
for  the  construction  of  the  works  hereinafter  mentioned; 

(b)  Acquire  options  upon  and  enter  into  preliminary  con- 
tracts for  the  purchase  of  land  for  sites,  right-of-way, 
the  location  of  buildings,  plant,  works,  machinery  and 
appliances  required  for  the  works  hereinafter  mentioned; 

(c)  Construct,  erect,  maintain  and  operate  works  for  the 
purpose  of  diverting  the  waters  of  the  Niagara  River, 
Welland  River,  and  tributary  waters,  or  any  of  them,  and 
conveying  the  same  by  aqueduct,  conduit  or  canal,  or  in 
any  other  manner,  from  any  point  on  the  Welland  River, 
or  on  the  Niagara  River,  above  the  Cataract,  and  dis- 
charging such  waters  into  the  Niagara  River; 

(d)  Construct,  erect,  maintain  and  operate  at  or  in  the 
vicinity  of  such  place  of  discharge,  works,  plant,  machin- 
ery and  appliances,  for  the  use  of  the  waters  so  taken  and 
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diverted  in  the  development  of  a  water  power  for  the 
production  of  electrical  or  pneumatic  power  or  energy; 
(e)  For  such  purposes,  exercise  all  powers  and  enforce 
all  rights  which  may  be  exercised  and  enforced  by  the 
Commission  when  taking  land  or  other  property  in  the 
exercise  of  powers  conferred  by  or  under  The  Power 
Commission  Act. 

Full  powers  are  conferred  upon  the  Commission 
to  "construct,  erect,  maintain  and  operate  works 
for  the  purpose  of  developing  the  waters  of  the 
Niagara  River,  Welland  Eiver  (Chippawra  River) 
and  the  tributary  waters  or  any  of  them,"  and  to 
use  the  waters  to  develop  electrical  power  in  com- 
petition with  the  Electrical  Development  Company. 

In  order  to  prevent  legal  action  on  the  part  of 
the  Company  to  restrain  the  proposed  breach  of  the 
contract,  the  following  legislation  was  enacted : 

6  Geo.  V,  Chap.  20,  Sec.  7.— The  exercise  of  the  powers 
which  may  be  conferred  by  or  under  the  authority  of  this 
Act  or  of  any  of  them,  shall  not  be  deemed  to  be  a  making 
use  of  the  waters  of  the  Niagara  River  to  generate  electric 
or  pneumatic  power  within  the  meaning  of  any  stipulation 
or  condition  contained  in  any  agreement  entered  into  by 
the  Commissioners  for  the  Queen  Victoria  Niagara  Falls 
Park. 

Although  actually  engaged  in  business  in  com- 
petition with  the  existing  Power  Companies,  legis- 
lation has  been  enacted  authorizing  the  Lieutenant- 
Governor-in-Council  to  appoint  Inspectors,  who 
may  enter  upon  the  works  of  the  Companies  and 
take  measurements  and  tests  to  ascertain  the  quan- 
tity of  water  used,  the  electrical  and  hydraulic 
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efficiency  of  the  machinery,  the  number  of  cubic 
feet  per  second  necessary  to  produce  a  specific 
quantity  of  horse-power,  to  regulate  the  operation 
of  the  works,  and  to  compel  alterations  therein,  and 
to  shut  off  the  power  and  close  the  works  as  may  be 
necessary.   See  6  Geo.  V,  Chap.  21. 

To  aid  the  municipalities  and  assist  them  in  bor- 
rowing the  necessary  monies  for  the  construction 
of  Transformer  Houses  and  Distribution  Stations, 
the  following  was  enacted  : 

6  Geo.  V,  Chap.  19,  Sec.  9. — Section  18  of  the  Power 
Commission  Act  is  amended  by  adding  thereto  the  following 
subsection : 

(8)  Where  a  corporation  has  entered  into  a  contract  with 
the  Commission  for  the  supply  of  electrical  power  or  en- 
ergy, the  debentures  issued  for  any  works  for  the  distribu- 
tion and  supply  of  such  electrical  power  or  energy  by  the 
corporation  shall  not  be  included  in  ascertaining  the  limit 
of  the  borrowing  powers  of  the  corporations  as  prescribed 
by  the  Municipal  Act. 

It  is  clear  that  the  effect  of  this  clause  is  to 
diminish  the  security  of  all  holders  of  Ontario 
municipal  debentures. 

The  British  North  American  Act.  1867  (sec.  92, 
sub-sec.  13)  confers  upon  a  Provincial  Legislature 
power  to  make  any  law  in  relation  to  "property  and 
civil  rights  in  the  Province."  There  does  not  ap- 
pear on  the  face  of  the  clause  any  specific  limitation 
of  the  powers  of  Provincial  Legislatures  in  respect 
to  encroachment  upon  civil  rights,  and,  were  this 
clause  taken  by  itself,  it  would  appear  to  be  within 
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the  competence  of  a  Provincial  Legislature  to  make 
laws  which  involved  palpable  injustice.  The  Con- 
stitution of  the  United  States  (Art.  1,  Sec.  X) 
limits  the  powers  of  State  Legislatures  in  several 
directions  and  particularly  as  follows :  "No  State 
shall  .  .  .  pass  any  ...  ex  post  facto  Law  or 
Law  impairing  the  obligation  of  contracts."  When 
the  strength  of  the  influence  of  the  individual  States 
during  the  formative  period  of  the  Union  and  the 
tenacity  with  which  they  clung  to  "State  Rights," 
as  against  the  authority  of  the  Federal  Legislature, 
are  considered,  this  provision  is  very  remarkable. 

There  is  no  similarly  specific  provision  in  the 
British  North  America  Act;  but  the  absence  of 
such  a  provision  cannot  legitimately  be  regarded  as 
affording  legal  sanction  to  the  passing  by  Provin- 
cial Legislatures  or  executive  Governments  of  Acts 
or  Orders-in-Council  which  are  palpably  unjust. 
It  is  presumed  that  both  act  in  good  faith  and  with 
due  regard  to  civil  rights  and  liberties. 

It  is  a  sound  and  well-recognized  maxim  of  construction 
that  in  the  interpretation  of  statutes  we  are  to  assume 
nothing  calculated  to  impair  private  rights  of  ownership 
unless  compelled  to  do  so  by  express  words  or  necessary 
implication.  .  .  .  We  are  not  to  assume  without  express 
words  or  unavoidable  implication,  that  it  was  the  intention 
of  the  Imperial  legislature  to  confer  upon  Parliament  the 
power  to  encroach  upon  private  and  local  rights  of  prop- 
erty.1 

1  Strong,  J.,  judgment  in  Queen  v.  Robertson,  6  S.C.R.,  p.  134; 
2  Cart.,  p.  107  (1882);  Lefroy  A.H.F.,  Leg.  Pow.  in  Canada, 
Toronto,  1917-18,  p.  24. 
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In  placing  "property  and  civil  rights"  within  the 
jurisdiction  of  the  Provincial  Legislatures,  the 
British  North  America  Act*  evidently  did  so  to  the 
end  that  these  might  be  protected.  It  cannot 
seriously  be  maintained  that  the  Provincial  Legis- 
latures were  expressly  endowed  with  power  to 
plunder  the  citizens  of  the  Province  within  their 
jurisdiction,  to  repudiate  contracts  entered  into  by 
their  predecessors  or  by  themselves,  to  confiscate 
property  belonging  to  British  or  other  investors, 
and  to  close  the  courts  against  the  aggrieved 
parties.  Thus,  although  no  explicit  provision  for 
safeguarding  the  interests  of  those  with  whom  the 
Provincial  Legislatures  and  Governments  enter 
into  contractual  relations  may  be  found  in  the 
British  North  America  Act,  machinery  is,  never- 
theless, provided  by  means  of  which  the  limits  of 
legislative  and  executive  authority  may  be  deter- 
mined, and,  in  case  of  these  limits  being  exceeded, 
remedy  afforded.  This  machinery  exists,  in  the 
first  instance,  in  the  Law  Courts,  before  which  com- 
plaints of  undue  exercise  of  power  may  be  brought ; 
in  the  second  instance,  in  the  Power  of  Disallow- 
ance, with  which  the  Dominion  Parliament  is  en- 
dowed ;  and,  in  the  third  instance,  in  the  power  of 
Imperial  Parliament  to  disallow  Dominion  Acts 
and  to  amend  or  repeal  the  British  North  America 
Act  or  to  pass  any  law  relating  to  the  Dominion  or 
the  Provinces. 

There  can  be  no  doubt  about  the  general  inten- 
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tion  of  the  framers  of  the  British  North  America 
Act,  because  these  intentions  were  in  strict  accord- 
ance with  the  general  attitude  of  Imperial  Parlia- 
ment and  of  Imperial  Administration.  Under  these 
intentions  and  in  consequence  of  the  attitude  of 
which  they  were  the  outcome,  the  Dominion  and  the 
Provinces  were  endowed  with  very  large  powers  on 
the  presumption  that  these  powers  would  not  be 
abused.  The  authorities  created  by  the  British 
North  America  Act  were,  however,  not  endowed 
and  could  not  be  endowed  with  "absolute  power." 
Parliament  cannot  delegate  an  unlimited  authority, 
because,  although  its  own  powers  are  indefinite, 
they  are,  nevertheless,  subject  to  Constitutional 
limitations.  Large  as  the  powers  of  Imperial  Par- 
liament are,  they  are  not  "absolute."  This  matter 
is  left  in  no  doubt,  because  under  section  18  of  the 
British  North  America  Act,  the  "privileges,  im- 
munities and  powers  to  be  held  by  the  Senate  and 
House  of  Commons"  (of  Canada)  "...  shall 
never  exceed  those  at  the  passing  of  this  Act  held 
...  by  the  Commons  House  of  Parliament  of  the 
United  Kingdom." 

All  expressions,  therefore,  such  as  "sovereign 
powers,"  "almost  absolute  powers,"  etc.,  which 
have,  in  the  course  of  recent  discussions,  been 
loosely  applied  to  the  powers  of  the  Provincial 
Legislatures  are  wholly  inapplicable  to  them,  as 
indeed  they  are  inapplicable  to  the  British  House 
of  Commons.   They  are  much  less  applicable  to  the 
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Provincial  Legislatures  because,  since  these  Legis- 
latures owe  their  existence  to  an  Act  of  Imperial 
Parliament,  and  since  their  existence  may  be  deter- 
mined by  it,  they  are,  therefore,  subordinate  to  Im- 
perial Parliament.  Their  proceedings  are,  more- 
over, bound  by  certain  rules  and  their  Acts  are 
subject  to  revision — Dominion  Acts  to  the  revision 
of  Imperial  Parliament,  and  the  Provincial  Acts  to 
revision  by  the  Dominion  Parliament. 

While  the  Provincial  legislation  is  directly  sub- 
ject to  revision  by  the  Dominion  authorities,  the 
machinery  of  the  British  North  America  Act  does 
not  explicitly  provide  for  revision  or  disallowance 
of  Provincial  legislation  by  Imperial  authorities. 
That  the  effective  right  to  revise  or  disallow  the 
legislation  of  a  Province  inheres  in  Imperial  Par- 
liament, there  can,  however,  be  no  manner  of  doubt, 
since  Imperial  Parliament  might,  if  it  so  decided, 
pass  an  Act  which  would  render  null  and  void  any 
Provincial  Act.  Thus  the  Secretary  of  State  for 
the  Colonies  objected  (in  1909)  to  a  clause  in  an 
Ontario  Act  restricting  the  right  of  appeal  to  the 
Privy  Council.2  The  Colonial  Secretary  also  inter- 
vened in  a  case  in  1911,  whereupon  the  Dominion 
Minister  of  Justice  recommended  disallowance, 
and  the  Act  in  question  was  disallowed.3 

Under  the  system  which  prevails  in  the  British 

'Report  of  Committee  of  Privy  Council,  April  27th,  1909;  tee 
also  Lefroy,  Canada's  Federal  System,  Toronto,  1913,  p.  33. 
§Lefroy,  loc.  cit. 
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Empire  from  the  centre  to  the  Dominions,  the  exer- 
cise of  power  by  the  Executive  Government  is  sub- 
ject to  defence  in  the  Courts  of  Law.  If  any  one  is 
aggrieved  at  the  exercise  of  that  power,  he  may 
appeal  to  the  Law  Courts,  and  the  Government  can 
there  defend  its  action.  It  is  not  necessary  to  sub- 
mit proof  of  this  from  legal  history.  The  proof  is 
to  be  found  in  all  authorities  upon  the  law  and 
practice  of  the  Constitution. 

A  further  principle  has  been  well  established, 
viz.,  that  while  within  certain  limits  an  executive 
Government  may  delegate  its  authority  by  Commis- 
sion or  otherwise,  it  cannot  transfer  to  a  person  or 
body  an  immunity  from  prosecution  which  is  not 
explicitly  possessed  by  itself. 

While  the  King  cannot  be  personally  sued  in  his 
own  Courts,  there  does  not  seem  to  be  any  legal 
justification  for  the  idea  that  any  one  who  repre- 
sents the  King  can  be  endowed  with  similar  im- 
munity. Indeed,  it  is  clear  that  if  this  principle 
were  admitted,  there  could  be  no  such  thing  as 
responsible  government.  The  meaning  of  responsi- 
ble government  in  the  sense  in  which  these  words 
apply  to  the  British  system,  is  that  the  Minister  is 
responsible  to  the  people,  although  his  master  the 
King  is  not. 

"Some  person  is  legally  responsible  for  every  act 
done  by  the  Crown."  This  responsibility  seems  in- 
evitably to  be  not  merely  to  a  legislative  Chamber 
to  which  the  Minister  might  (or  might  not)  belong, 
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but  primarily  to  the  people  through  the  Courts  of 
Law,  for  by  a  Court  alone  could  it  be  determined 
what  the  act  was  and  by  whom  it  was  done. 

Argument  is  scarcely  necessary  to  show  that  the 
endowment  of  a  Minister  or  other  executive  officer 
with  immunity  from  appearance  in  a  Court  of  Law 
in  respect  of  any  matter  pertaining  to  his  office 
is  in  entire  discord  with  English  law  and  with  Con- 
stitutional practice  throughout  the  British  Empire. 

It  is  obvious  that  the  system  has  resulted  from 
the  development  of  British  institutions.  These  in- 
stitutions have  acquired  their  present  character 
through  the  interaction  of  constitutional  checks  by 
means  of  which  the  liberties  of  the  people  have  been 
secured  against  the  arbitrary  exercise  of  Govern- 
mental authority.  If  any  Governmental  organ, 
whether  superior  or  subordinate,  exercises  author- 
ity, it  is  under  the  principle  and  practice  of  the 
Constitution  bound  to  show  that  the  authority  is 
exercised  by  rule  of  law. 

There  thus  underlie  all  discussions  upon  the 
powers  of  Legislatures  and  upon  the  conflict  of  laws 
the  assumption  that  the  Courts  of  Law  are  open 
and  that  it  is  the  duty  of  the  Courts  to  determine 
such  questions. 

The  history  of  the  relations  between  the  Domin- 
ion and  the  Provinces  in  this  regard  need  not  be 
detailed  here  further  than  to  draw  attention  to  the 
following  points : 

1.    That  in  all  the  published  correspondence  and 
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discussions  from  the  time  of  Confederation  on- 
wards upon  the  question  of  Provincial  legislation 
it  is  either  explicitly  stated  or  it  is  implicitly  as- 
sumed that  the  Courts  of  Law  are  open  to  those 
who  feel  themselves  aggrieved  by  such  legislation. 
For  example,  when  Sir  John  Young,  Governor- 
General  of  Canada,  suggested  in  a  despatch  dated 
11th  March,  1869,4  that  a  special  tribunal  should 
be  instituted  in  Canada  with  jurisdiction  over  the 
subject  of  Provincial  legislation,  Lord  Granville, 
then  Colonial  Secretary,  replying  to  this  sugges- 
tion, wrote : 

I  see  no  reason  for  the  establishment  of  such  a  tribunal. 
Any  question  of  this  kind  could  be  entertained  and  decided 
by  the  local  Courts,  subject  to  any  appeal  to  the  Judicial 
Committee  of  the  Privy  Council. 

So  also  Sir  Charles  Fitzpatrick,  when  Dominion 
Minister  of  Justice,  while  refusing  to  recommend 
the  disallowance  of  An  Act  to  Amend  the  Ontario 
Insurance  Act  (1  Edw.  VII,  Chap.  21)  reported: 

The  undersigned  considers  that  it  is  competent  to  a  legis- 
lature to  declare  what  the  effect  shall  be  of  statutory  pro- 
ceedings authorized  by  the  legislature.  These  sections 
(those  objected  to)  appear  to  do  no  more.  They  cannot 
certainly  affect  any  proceedings  or  appeal  competently 
authorized  by  Parliament,  and  if  the  Supreme  Court  gives 
an  appeal  from  the  decisions  in  question,  that  right  of  ap- 
peal is  not  taken  away  by  these  provisions.5 

*  Hodgins,  W.  E.,  Correspondence  .  .  .  upon  .  .  .  Dominion 
and  Provincial  Legislation,  Ottawa,  1896,  p.  63, 
8  Hodgins,  opicit,  p.  4. 
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The  Judicial  Committee  of  the  (Imperial)  Privy 
Council  puts  the  case  more  strongly  in  the  follow- 
ing judgment : 

It  is  the  duty  of  the  Courts,  however  difficult  it  may  be, 
to  ascertain  in  what  degree  and  to  what  extent  authority  to 
deal  with  matters  falling  within  these  classes  of  subjects 
exists  in  each  legislature,  and  to  define  in  the  particular 
case  before  them  the  limits  of  their  respective  powers.  It 
could  not  have  been  the  intention  that  a  conflict  should  exist, 
and  in  order  to  prevent  such  a  result  the  two  sections 
(B.  N.  A.  Acts  91  and  92)  must  be  read  together,  and  the 
language  of  one  interpreted  and  where  necessary  modified 
by  that  of  the  other.0 

Even  in  the  arguments  against  disallowance  of 
Provincial  Acts  advanced  on  behalf  of  the  Prov- 
inces, the  same  assumption  is  manifest. 

For  example,  in  1905,  when  the  disallowance  of 
a  British  Columbia  Act  was  urged,  the  Attorney- 
General  of  British  Columbia  argued  that 

the  effect  of  disallowance  is  to  make  the  Minister  of  Justice 
the  highest  judiciary  dignitary  in  the  land  for  the  deter- 
mination of  constitutional  questions,  and  in  reality  above 
the  supreme  Court  of  Canada.  The  decisions  of  the  Su- 
preme Court  of  Canada  are  open  to  question  in  the  Judicial 
Committee  of  the  Privy  Council.  From  the  decisions  of  the 
Minister  of  J ustice  there  is  no  appeal.   He  stands  alone.7 

2.  Up  till  the  year  1896  the  principle  that  a 
Provincial  Act  which  involved  injustice  might  be 
disallowed  on  the  ground  that  the  perpetration  of 

•Judgment  of  Privy  Council  in  Citizens  Insurance  Co.  v.  Par- 
sons, 7  App.  Cases,  p.  108. 
1  Lef roy,  Canada's  Federal  System,  p.  41. 
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injustice  is  contrary  to  public  policy  was  generally 
accepted.8 

Since  that  date  there  is  manifest  a  change  of  view 
on  the  part  of  various  Ministers  of  Justice. 

For  example,  in  a  case  cited  above,  Sir  Charles 
Fitzpatrick  reported  : 

The  undersigned  conceives  that  your  Excellency's  Gov- 
ernment is  not  concerned  with  the  policy  of  this  measure. 
It  is,  no  doubt,  intra  vires  of  the  legislature,  and,  if  it  be 
unfair  or  unjust  or  contrary  to  the  principles  which  ought 
to  govern  in  dealing  with  private  rights,  the  constitutional 
recourse  is  to  the  legislature,  and  the  acts  of  the  legislature 
may  ultimately  be  judged  by  the  people.9 

This  view  was  also  held  by  the  late  Hon.  David 
Mills  (Minister  of  Justice,  1897-1902),  and  was 
further  developed  by  Sir  Charles  Fitzpatrick  in 
1902,  to  the  effect  that  "each  Provincial  legislature 
within  the  sphere  of  its  authority  and  jurisdiction 
should  be  supreme  and  amenable  only  to  its  consti- 
tutional judges,  the  electors  of  its  own  Province."10 

The  view  was  endorsed  in  1909  by  Sir  Allan 
Aylesworth  when  Minister  of  Justice. 

This  view  must  be  regarded  as  failing  to  touch 
the  marrow  of  the  question,  even  if  it  were  indis- 
putable on  constitutional  grounds.  To  throw  the 
responsibility  for  legislation  by  a  Legislature  and 
for  administrative  acts  by  an  executive  Government 

•  Cf .  Sir  Allan  Aylesworth,  quoted  by  Lefroy,  Canada's  Federal 
System,  p.  85. 

'Hodgins,  W.  E.,  Correspondence,  etc.,  1905,  p.  4. 
w  Lefroy,  Canada's  Federal  System,  p.  35. 
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back  upon  the  people  is  to  evade  responsibility 
altogether,  and  to  contribute  to  the  destruction  of 
Parliamentary  government.  The  remedy  for  in- 
justice in  an  organized  society  is  not  an  appeal  to 
the  people,  but  an  appeal  to  a  Court  of  Law. 

It  is  only  necessary  to  look  at  the  question  in  a 
practical  way  to  realize  the  absurdity  of  the  sug- 
gestion that  there  is  no  legal  remedy,  but  only  a 
political  remedy,  for  administrative  error  or  in- 
justice. If,  for  example,  an  individual  creditor  of 
the  Province,  who  is  either  resident  or  non-resident, 
finds  himself  aggrieved  by  a  legislative  Act,  must 
he  engage  in  political  propaganda  and  endeavor  to 
unseat  the  Government,  or  submit  tamely  to  what 
he  conceives  to  be  unjust  treatment?  To  suggest 
the  former  course  is  to  incite  persons  who  come 
into  relations  in  any  way  with  the  Government,  to 
engage  in  political  action,  with  the  result,  if  it  were 
applied  that  the  political  field,  instead  of  being 
reserved  for  questions  of  public  moment,  would  be 
degraded  into  an  arena  for  the  settlement  of  private 
quarrels  between  the  Government  and  the  persons 
whose  contracts  the  Government  had  violated. 

Moreover,  if  the  electorate  is  to  be  looked  upon 
as  the  final  tribunal  for  the  trial  of  causes  against 
the  executive  Government,  it  would  be  necessary  to 
provide  machinery  for  appeal  to  that  tribunal  by 
aggrieved  parties.  There  exists  no  such  machinery, 
and  the  provision  of  it  might  be  consistently  and 
continuously  refused  by  the  Legislature. 
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Under  the  doctrine  so  developed,  the  Provincial 
Legislatures  might  close  all  the  Law  Courts,  de- 
prive every  citizen  of  his  civil  rights,  confiscate  all 
personal  and  real  property,  send  all  parties  to  jail 
or  banish  them  from  the  Province,  or  perform  any 
other  tyrannical  act,  without  hindrance  so  long  as 
the  Legislatures  were  returned  by  the  constitu- 
encies. They  might  repeal  all  the  statutes  against 
bribery  at  elections,  and,  by  "stuffing"  ballot  boxes 
and  other  means,  not  unknown  in  the  political  his- 
tory of  Ontario,  continue  in  power  indefinitely, 
exercising  "almost  sovereign  powers." 

Even  if  the  Provincial  Legislatures  were  to  be 
regarded  as  supreme  within  their  own  sphere,  it 
would  still  be  necessary  to  determine  the  limits  of 
that  sphere.  Have  the  electors  of  the  Province  been 
endowed  with  the  power  of  determining  the  limits 
of  their  own  powers,  irrespective  of  the  correspond- 
ing powers  of  the  people  of  other  Provinces  of  the 
Dominion,  not  to  speak  of  the  powers  of  other 
peoples  within  the  Empire?  It  is  clear  that  they 
have  not,  otherwise  there  could  be  no  national  or 
Imperial  cohesion. 

The  doctrine  that  Provincial  Legislatures  have 
the  power  to  pass  legislation,  even  if  it  is  of  a 
demonstrably  unjust  and  confiscatory  character, 
seems  to  have  been  re-enforced  by  a  misinterpreta- 
tion of  a  judgment  of  the  Judicial  Committee  of  the 
Privy  Council  in  the  case  of  the  Attorney-General 
of  Canada  v.  the  Attorney-General  of  Ontario,  Que- 
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bee  and  Nova  Scotia,  1898.11  The  passage  in  the 
judgment  upon  which  the  doctrine  in  question  is 
based  is  as  follows : 

The  suggestion  that  the  power  [of  legislation]  might  be 
abused  so  as  to  amount  to  a  practical  confiscation  of  prop- 
erty does  not  warrant  the  imposition  by  the  Courts  of  any 
limit  upon  the  absolute  power  of  legislation  conferred.  The 
supreme  legislative  power  in  relation  to  any  subject  matter 
is  always  capable  of  abuse,  but  it  is  not  to  be  assumed  that 
it  will  be  improperly  used ;  if  it  is,  the  only  remedy  is  in  an 
appeal  to  those  by  whom  the  legislature  is  elected. 

Before  this  pronouncement  was  made,  there  were 
'(between  1867  and  1898),  according  to  Mr.  Lafleur, 
five  cases  in  which  Acts  were  disallowed  on  the 
ground  of  injustice,12  while  in  some  other  cases  the 
recommendations  made  by  Ministers  of  Justice  led 
to  a  change  in  the  law,  either  by  appeal  or  amend- 
ment, and,  consequently,  the  necessity  for  disallow- 
ance was  obviated.  There  was  also  one  case 
subsequent  to  this  pronouncement  in  which  dis- 
allowance was  recommended  on  the  ground  of 
injustice.13 

Mr.  Lafleur  pointed  out  in  the  case  upon  which 
the  above  pronouncement  of  the  Judicial  Commit- 
tee of  the  Privy  Council  was  made,  that  the  Pro- 
vincial statutes  in  question  had  not  only  been 
passed  by  the  Provincial  Legislature,  but,  through 
the  lapse  of  the  period  during  which  disallowance 

11  Appeal  Cases  713. 

u  Cf.  Lefroy,  Canada's  Federal  System,  Toronto,  1913,  p.  46. 
"5 Yukon  Ordinance  (1898)  (Ibid.). 
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might  be  effected,  had  become  binding  laws.  That 
is  to  say,  that  the  pronouncement  of  the  Privy 
Council  applied  to  the  whole  process  of  legislation, 
viz.,  the  passing  of  the  Acts  in  question  by  the  Pro- 
vincial Legislature,  the  examination  of  the  Acts  by 
the  Minister  of  Justice  of  the  Dominion,  and  the 
consequent  endorsation  of  the  Acts  by  the  Dominion 
Executive,  the  latter  part  of  the  process  being  de- 
vised for  the  express  purpose  of  preventing  the 
abuse  of  legislative  authority  by  a  subordinate 
legislative  body. 

Thus  even  if  the  doctrine  were  accepted  that 
Dominion  legislative  authority  is  supreme,  there  is 
no  justification  for  regarding  Provincial  legislation 
which  is  subject  to  revision  by  Dominion  authority 
as  binding  until  it  is  so  revised. 

In  this  connection  the  statement  of  Mr.  New- 
combe,  Deputy  Minister  of  Justice,  sitting  with  the 
Privy  Council  of  Canada  (in  the  Alberta  Case, 
1910),  may  be  quoted: 

The  interpretation  of  the  Judicial  Committee  of  the  Im* 
perial  Privy  Council  that  we  have  a  carefully  balanced  con- 
stitution, under  which  no  one  of  the  Provinces  can  pass 
laws  for  itself,  except  under  the  control  of  the  whole  exer- 
cised by  the  Governor-General,  means  that  His  Excellency 
is  advised  here  locally  under  our  system  by  the  representa- 
tives of  all  the  Provinces,  and,  therefore,  there  is  reason 
for  interfering  locally  which  could  not  be  urged  in  the  case 
of  Colonial  legislation  dealt  with  at  the  Court  in  London.14 


14  Cf.  Lef roy,  Canada's  Federal  System,  p.  48. 
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It  is  to  be  observed  also  that  in  the  case  of  the 
Acts  of  the  Ontario  Legislature  to  which  exception 
is  taken — one  of  the  constitutional  checks,  viz. — 
appeal  to  the  Courts  of  Law  is  removed,  and,  there- 
fore, the  legislation  in  question  does  not  come 
within  the  category  of  valid  legislation  indicated 
in  the  judgment  of  the  Privy  Council  (Imperial) 
quoted  above. 

The  judgment  of  the  Privy  Council  assumes  that 
power  will  not  be  abused;  but  it  is  precisely  the 
abuse  of  power  about  which  complaint  is  made — 
abuse  of  power  great  enough  to  involve  the  removal 
of  those  constitutional  checks,  the  assumption  of 
wThich  underlies  the  judgment. 

It  would  not  be  in  accordance  either  with  the 
spirit  or  the  letter  of  the  law  of  England  to  submit 
to  an  electorate  the  interpretation  of  an  Act  of  Par- 
liament, nor  the  terms  of  a  contract  between  the 
Executive  Government  and  a  private  person. 
Clearly,  therefore,  the  remedy  proposed  is  wholly 
inapplicable  in  such  cases.  If  it  is  the  only  remedy, 
it  can  be  so  only  in  the  sense  that  all  the  checks 
upon  illegal  or  unjust  action  which  might  have 
been  provided  for  by  the  constitution  have  been 
proved  to  be  ineffective.  In  that  case  the  only  rem- 
edy is  to  promote  legislation  by  means  of  which 
other  and  more  effective  checks  may  be  provided. 
No  other  meaning  can  be  attached  to  the  judgment 
of  the  Privy  Council.  It  cannot  be  seriously  sug- 
gested that  every  aggrieved  person  should  demand 
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a  general  election  in  order  to  bring  to  account  a 
Government  which  he  regarded  as  having  wronged 
him.  Since  he  could  have  no  power  to  force  such 
an  election,  the  remedy  for  him  would  be  non- 
existent. 

If  a  subordinate  Legislature  attempts  to  remove 
a  constitutional  check  in  order  the  more  easily  and 
effectively  to  perpetrate  injustice,  it  is  surely  the 
constitutional  duty  of  the  superior  authority  to 
prevent  the  removal  of  such  a  check,  and  to  declare 
as  unconstitutional  any  legislation  having  that  end 
in  view. 

There  seems  to  be  a  general  agreement  among  the 
authorities  that,  since  about  1896,  there  has  been  a 
manifest  reluctance  to  disallow  Provincial  legisla- 
tion. The  reason  for  that  is  not  far  to  seek.  The 
most  important  conflicts  of  jurisdiction  had  al- 
ready taken  place  between  the  Province  of  Ontario 
and  the  Dominion.  Owing  to  the  fact  that  for 
many  years  the  legislation  of  Ontario  and  the  atti- 
tude of  the  Provincial  Government  towards  ques- 
tions of  Provincial  authority  were  determined  by 
one  of  the  most  acute  constitutional  lawyers  of  his 
day,  Sir  Oliver  Mowat,  the  cases  brought  by  him 
in  the  interests  of  the  Province  of  Ontario  were  in- 
variably decided  in  favor  of  the  Province,  and  this 
was  the  natural  consequence  of  the  fact  that  on  all 
controverted  questions  of  Provincial  authority  he 
took  the  utmost  care  to  make  exhaustive  investiga- 
tion before  action  was  taken. 
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It  seemed  unlikely  that  any  abuse  of  Provincial 
authority  would  occur  nor  would  such  abuse  have 
occurred  had  the  legal  guidance  of  the  Province 
remained  in  so  competent  hands  as  those  of  Sir 
Oliver  Mowat. 

Sir  Oliver  Mowat  became  Minister  of  Justice  in 
1896,  and,  although  he  retained  office  for  only  one 
year,  his  attitude  towards  the  question  of  Provin- 
cial autonomy  not  only  determined  his  view  of  the 
question  during  his  period  of  office,  but  remained 
as  a  tradition  of  the  Department  of  Justice.  This 
attitude  was  founded  upon  what  was  assumed  to  be 
the  characteristic  of  the  conduct  of  Provincial  Ex- 
ecutive Governments,  viz.,  serious  consideration  by 
competent  experts  of  the  legislation  which  was 
introduced  and  strict  avoidance  of  the  abuse  of 
power.  So  long  as  these  conditions  existed,  no 
practical  harm  could  result  from  admission  of  the 
"right"  of  a  Provincial  Legislature  to  legislate  as  it 
pleased ;  but  when  these  conditions  ceased  to  exist, 
as  they  did,  in  nearly  every  Province  of  Canada, 
the  time  had  already  arrived  when  the  Dominion 
Parliament  should  exercise  its  authority  in  order 
to  secure  the  public  interest  of  the  Dominion 
against  Provincial  encroachment  or  misgovern- 
ment. 

The  effect  of  the  unfortunate  relaxation  of  con- 
trol over  Provincial  legislation  which  appears  to 
have  crept  in  about  1896  is  apparent  in  the  scanda- 
lous episodes  which  have  disgraced  the  Provincial 
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executives  of  Manitoba,  Saskatchewan,  Alberta  and 
British  Columbia.  Irrespective  of  party,  the  execu- 
tive Governments  of  all  of  these  Provinces  have 
shown  how  seriously  they  may  abuse  the  power 
with  which  they  have  been  entrusted  by  the  people 
and  endowed  by  statute. 

The  time  seems  to  have  arrived  when  the  ques- 
tion of  the  abuse  of  powers  by  the  Provincial  execu- 
tives and  Provincial  Legislatures  ought  seriously 
to  be  considered. 

The  claim  to  absolute  power  on  the  part  of  a 
Provincial  Legislature  has  been  put  with  greater 
vigor  than  soundness  by  the  late  Mr.  J.  J.  Foy, 
Attorney-General  of  Ontario  in  1909 : 

For  upwards  of  200  years  the  Lords  and  Commons  of 
Great  Britain  have  legislated  without  fear  of  the  Royal  veto, 
although  its  existence  has  been  undoubted;  and,  therefore, 
in  full  accord  with  the  spirit  and  genius  of  British  institu- 
tions, the  people  of  the  Province,  being  entitled  to  all  the 
rights  of  British  subjects  elsewhere,  and  as  free  ...  to 
legislate  within  their  jurisdiction  as  the  Lords  and  Com- 
mons of  Great  Britain  are  free  to  legislate,  cannot  submit 
to  any  check  upon  the  right  of  the  legislature  to  legislate 
with  respect  to  subjects  within  its  well-defined  j urisdiction^ 
although  a  technical  right  to  disallow  may  exist.15 

This  view  of  the  "rights  of  a  Provincial  legisla- 
ture" cannot  be  accepted.  Even  the  Dominion 
Parliament  possesses  under  Sec.  18  of  the  British 
North  America  Act  no  powers  in  excess  of  those 
of  the  House  of  Commons  of  the  United  Kingdom 


18  Lefroy,  Canada's  Federal  System,  p.  39. 
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in  1867 ;  and  that  House  did  not  possess  at  that 
time,  and  the  Parliament  Act  notwithstanding, 
does  not  possess  now,  unchecked  powers  of  legisla- 
tion. A  subordinate  Legislature,  especially  one 
being  but  a  single  Chamber,  could  by  no  means  be 
permitted  to  dispense  with  every  constitutional 
check.  The  liberty  of  the  people  of  the  Province 
;would  otherwise  not  be  worth  an  hour's  purchase. 

In  several  of  the  cases  in  which  disallowance  of 
Provincial  legislation  was  asked  for  and  refused, 
various  Ministers  of  Justice  remarked  upon  the 
injustice  of  the  legislation,  although  they  enter- 
tained the  view  that  unjust  legislation  should  not 
be  disallowed  unless  the  injustice  of  it  affected  the 
interests  of  the  Dominion  as  a  whole.  This  view 
was  put  forcibly  by  Mr.  Doherty  in  his  report  upon 
the  Alberta  Act  of  1910  relating  to  the  funds  de- 
rived from  the  sale  of  bonds  of  the  Alberta  and 
Great  Waterways  Railway  Company.   He  says : 

There  was  considerable  discussion  at  the  hearing  as  to 
the  practice  and  precedents  in  respect  of  disallowance  of 
legislation  by  reason  of  unjust  provisions,  or  because  of  its 
interference  with  vested  rights  or  the  obligation  of  contract, 
and  a  recent  report  of  the  predecessor  in  office  of  the  under- 
signed was  quoted  as  showing  that  the  Governor-General 
should  in  no  case  be  advised  to  disallow  for  such  reasons. 
It  is  true,  as  has  been  frequently  pointed  out,  that  it  is  very 
difficult  for  the  Government  of  the  Dominion,  acting  through 
the  Governor-General,  to  review  local  legislation  or  con- 
sider its  qualities  upon  questions  of  hardship  or  injustice 
to  the  rights  affected,  and  this  is  manifested  not  only  by 
expression  in  reports  of  Ministers,  but  also  by  the  fact 
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that  but  a  single  instance  is  cited  in  which  the  Governor- 
General  has  exercised  the  power  upon  these  grounds  alone. 
The  undersigned  entertains  no  doubt,  however,  that  the 
power  is  constitutionally  capable  of  exercise  and  may  on 
occasion  be  properly  invoked  for  the  purpose  of  preventing, 
not  inconsistently  with  the  public  interest,  irreparable  in- 
justice or  undue  interference  with  private  rights  or  prop- 
erty through  the  operations  of  local  statutes  intra  vires  of 
the  legislatures.  Doubtless,  however,  the  burden  of  estab- 
lishing a  case  for  the  execution  of  the  power  lies  upon  those 
who  allege  it. 

On  this  point  it  may  be  remarked  that  positive 
evidence  of  injury  to  the  credit  of  the  Dominion 
inflicted  by  an  unjust  Act  of  a  Provincial  legisla- 
ture might  be  quite  impossible  to  procure,  and  yet 
serious  injury  might  have  been  inflicted.  Injury  of 
this  character  is  invariably  negative.  Some  people 
refuse  to  invest  in  the  bonds  of  a  Province  whose 
Legislature  passes  unjust  laws  or  whose  executive 
Government  commits  unjust  acts,  and  under  cer- 
tain circumstances  the  refusal  of  these  people  to 
invest  might  involve  the  closing  of  some  money 
markets  against  the  Province  and  even  against  the 
Dominion,  but  the  difficulty  of  eliminating  all  the 
elements  in  the  determination  of  the  rate  of  interest 
other  than  the  abstention  of  the  investors  in  ques- 
tion would  be  almost  insuperable  in  practice. 
Hence,  definite  proof  is  probably  wholly  impossible 
to  obtain  in  any  case.  Nevertheless,  the  equilib- 
rium of  credit  may  have  been  seriously  disturbed 
and  on  account  of  the  abstention  in  question  the 
rate  of  interest  for  public  and  private  borrowers 
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alike  might  have  been  increased.  An  example  may 
be  given  from  the  financial  history  of  the  United 
States.  In  or  about  the  year  1885  a  small  munici- 
pality in  the  State  of  New  Jersey  defaulted  in  the 
payment  of  interest  upon  its  bonds.  This  circum- 
stance drew  the  attention  of  trustees  and  other 
holders  of  municipal  bonds  to  the  risk  incurred  in 
such  investment.  The  consequence  was  the  sale  of 
large  amounts  of  municipal  bonds,  not  only  in  the 
State  of  New  Jersey,  but  elsewhere  in  the  United 
States,  and  the  investment  of  the  funds  in  Euro- 
pean securities.  These  operations  were  effected 
quietly  and  many  of  them  were  conducted  imita- 
tively,  those  who  conducted  them  being  in  frequent 
cases  unaware  of  the  reasons  for  the  failure  of  con- 
fidence in  municipal  securities.  Thus,  although 
there  seemed  to  be  no  doubt  whatever  of  the  fact,  it 
might  have  been  difficult  to  find  more  than  one 
or  two  persons  who  actually  acted  directly  upon 
the  fact  that  the  municipality  in  question  had  de- 
faulted. In  such  a  case  legal  proof  might  be  very 
difficult  to  establish.  So  also  in  the  case  of  the 
numerous  prior  liens  created  by  various  Acts  of 
the  Legislature  of  Saskatchewan.  Certain  loan 
companies  promptly  advanced  the  rate  of  interest 
upon  loans  effected  in  that  Province,  while  others 
refused  to  lend  there  on  any  terms.  Even  in  such 
case  it  would  have  been  difficult  to  establish  proof 
that  injury  had  been  committed  upon  the  Province 
and  upon  the  Dominion  by  the  legislation  in  ques- 
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tion.  Other  causes  for  the  increase  in  the  rate  of 
interest  might  easily  be  alleged.  Moreover,  the 
credit  of  the  Dominion  stands  high  and  the  effect 
of  an  individual  Legislative  Act  of  one  Province 
upon  that  credit  might  be  regarded  in  general  as 
negligible. 

It  is  necessary  in  the  first  instance  to  approach 
the  problem  in  a  more  abstract  manner.  The  prin- 
ciple that  legislation  or  action  of  any  kind  which 
throws  obstacles  in  the  way  of  recovery  of  a  debt 
contracted  for  goods  supplied  on  credit  involves 
an  increase  of  the  price  of  such  goods,  other  things 
being  equal,  is  well  established.  So  also  legislation 
which  renders  it  more  expensive  to  secure  payment 
of  interest  upon  a  loan,  must,  other  things  being 
equal,  increase  the  gross  rate  of  interest  or  the  rate 
of  pure  interest  plus  the  premium  of  insurance 
against  difficulty  in  procuring  payment  and  against 
risk  of  loss  of  the  principal.  It  may  be  regarded  as 
susceptible  of  proof  therefore  in  an  abstract  sense, 
that  such  legislation  as  that  of  the  Province  of 
Saskatchewan  must  be  injurious  not  only  to  the 
Province  but  to  the  Dominion,  because  it  conduces 
to  the  advance  in  the  rate  of  gross  interest,  other 
things  being  equal.  It  is  not  necessary  to  prove 
that  A.  B.  increased  the  rate  demanded  for  a  par- 
ticular loan  on  the  exclusive  ground  of  the  legis- 
lation. 

So  also  in  the  Alberta  case,  according  to  the 
Minister  of  Justice,  proof  of  injury  to  the  credit  of 
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the  Dominion  was  wanting,  yet  it  might  be  sub- 
mitted that  the  proof  lay  on  the  face  of  the  Act.  If 
the  injustice  of  the  Act  is  admitted,  the  injury  to 
the  Dominion,  however  proportionately  infinitesi- 
mal it  might  be,  is  apparent. 

Thus,  while  it  is  true  it  may  not  be  possible  in- 
controvertibly  to  demonstrate  that  a  single  Act  of 
a  Legislature  which  perpetrates  an  injustice  to  an 
individual  inflicts  an  injury  upon  the  credit  of  the 
Dominion,  it  nevertheless  does  so,  because  it  is  an 
unjust  Act,  however  inappreciably  the  credit  of  the 
Dominion  has  suffered,  and  however  difficult  it  may 
be  to  prove  any  damage. 

It  is  clear  that  if  a  succession  of  unjust  measures 
is  passed  by  the  Provincial  Legislatures  or  unjust 
acts  are  perpetrated  by  the  Provincial  executives, 
the  effect  of  these  acts  is  cumulative  and  that  the 
total  effect  must  be  serious  injury  to  the  credit  of 
the  Dominion.  The  time  for  the  Dominion  authori- 
ties to  impose  a  check  is  when  these  acts  begin  to 
be  committed,  not  when  the  accumulation  of  griev- 
ances resulting  from  these  acts  renders  drastic 
measures  absolutely  necessary,  or  when  the  damage 
is  irreparable  by  any  measures  that  can  be  taken. 

The  plea  which  underlies  the  decisions  of  vari- 
ous Ministers  of  Justice  that  the  Dominion  Parlia- 
ment is  not  concerned  with  political  ethics  and  that 
the  Provincial  Legislatures  may  pass  any  measure* 
no  matter  how  unjust,  so  long  as  it  does  not  in- 
fringe upon  a  privilege  of  the  Dominion,  seems  to 
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the  writer,  for  the  reason  stated  above,  quite  in- 
admissible. 

A  sounder  view  is  that  unjust  Acts  do  injure  not 
merely  the  individuals  who  are  prejudiced  by  them, 
but  through  the  introduction  of  injustice  into  legis- 
lation unjust  Acts  diminish  the  authority  of  all 
legislation  and  an  accumulation  of  them  brings 
legislation  and  Legislatures  alike  into  contempt. 
Not  only,  therefore,  do  unjust  Acts  perpetrated  by 
a  Province  bring  the  legislation  of  that  Province 
into  contempt,  but  they  bring  the  legislation  of  the 
Dominion  into  contempt  also.  Moreover,  not  only 
do  unjust  Acts  reflect  unfavorably  upon  the  execu- 
tive Government  by  which  they  are  introduced,  but 
as  well  upon  the  superior  executive  which  fails  to 
exercise  the  disciplinary  power  with  which  it  has 
been  endowed  by  the  Constitution. 

Still  more  important,  in  these  critical  moments, 
democracy  is  on  trial.  If  every  Province  in  our 
democratic  Empire  develops  "particularism  views, 
such  as  have  been  expressed  in  some  of  the  quota- 
tions given  above,  the  Empire  must  fall  to  pieces; 
and  if  every  democratic  nation  insists  upon  the 
"right  to  misgovern  itself"  democracy  must  fall  to 
pieces. 

In  the  United  States  particularism  of  the  kind 
indicated  led  to  the  Civil  War. 

The  effect  of  permitting  the  constitutional  safe- 
guards against  arbitrary  and  anarchic  conduct  on 
the  part  of  Provincial  Governments  and  Legisla- 
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tures  from  falling  into  desuetude  was  clearly  fore- 
seen by  a  very  eminent  and  extremely  progressive 
British  publicist  who  is  now  dead.  Writing  to  the 
author  in  the  year  1910,  without  reference  to  or 
knowledge  of  the  Hydro-Electric  situation  in  On- 
tario which  at  that  time  had  not  acquired  wide 
public  notoriety,  this  gentleman  who  then  occupied 
high  office,  made  the  following  remarks  upon  the 
question  of  revision  of  Provincial  legislation  by  the 
Canadian  Parliament : 

Now  that  the  power  of  disallowance  in  the  Federal  Par- 
liament, relied  upon  by  the  Fathers  of  Confederation  as  a 
check  upon  the  spoliatory  legislation  of  single  chambered 
legislatures,  has  proved  a  broken  crutch,  a  substitute  should 
be  found.  There  is  nothing  at  present  to  check  any  Jack 
Cade  in  any  of  the  Provinces  having  single  chambered 
legislatures,  if  he  can  only  catch  for  the  purpose  of  one 
election,  the  willing  ear  of  plunder-loving  Demos,  from 
playing  all  sorts  of  pranks.  As  soon  as  there  is  a  slight 
check  in  Canada's  present  bounding  prosperity,  and  the 
Bears  begin  to  depreciate  Canadian  securities,  the  British 
investor  will  reabze  with  amazement  the  absence  of  any 
security  against  mob  rule  in  Canada,  and  the  tap  of  his  irri- 
gating golden  stream  will  be  shut  off  from  Canada,  just  as 
decidedly  as  it  was  a  few  years  ago  against  Australia.  This 
seems  to  me  to  be  a  real  cloud  on  the  horizon,  and  efforts 
should  be  made  to  guard  against  its  blackening  the  whole 
sky,16 

The  Electrical  Development  Company  applied  to 
the  Dominion  Government  for  disallowance  of  the 
Hydro  Acts  passed  in  1916  and  1917  by  the  Pro- 


*•  The  late  Lord  Grey  in  a  private  letter  to  the  autho?. 


166  NIAGARA  IN  POLITICS 

yincial  Legislature.17  The  petition  of  the  Company 
was  refused.18  In  stating  the  grounds  for  refusal/* 
Mr.  Doherty,  the  Minister  of  Justice,  remarks  that 
any  grievance  felt  by  the  Company  might  be  fit- 
tingly brought  before  the  Courts,  and  to  the  objec- 
tion that  attempts  to  bring  grievances  before  the 
Courts  had  hitherto  failed  because  of  refusal  of  a 
fiat  by  the  Attorney-General,  he  said  that  in  his 
view 

means  may  be  found  independently  of  any  consent  of  the 
Attorney-General  by  which  the  Courts  could  be  afforded 
opportunity  to  grant  any  relief  which  may  be  consequent 
upon  the  view  that  the  acts  complained  of  are  ultra  vires. 

Sufficient  answer  may  be  found  in  the  terms  of  one 
of  the  Hydro  Acts  in  which  the  Ontario  Courts  are 
forbidden  to  take  cognizance  of  suits  against  the 
Hydro  without  explicit  sanction  of  the  Attorney- 
General. 


17  The  Toronto  World,  April  28,  1917. 

m  The  Star,  Toronto,  May  8,  1917. 

•  The  Evening  Telegram,  Toronto,  May  8,  1917. 
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THE  HYDRO-ELECTRIC  POWER  COMMISSION 
THIRD  PHASE 

Crises  in  Affairs  of  the  Commission 

In  the  spring  of  1916,  there  was  a  double  crisis 
in  the  affairs  of  the  Hydro-Electric  Commission. 
The  Provincial  Auditor  had  frequent  controversies 
with  the  Commission  over  its  finances;  and  the 
municipalities  instigated  by  the  Hydro  party  de- 
manded representation  upon  the  Commission.  The 
Government  settled  the  first  controversy  by  remov- 
ing the  Hydro  accounts  from  the  Provincial  Audi- 
tor's department,  thus  yielding  to  the  Hydro,  but 
representation  of  the  municipalities  upon  the  Com- 
mission was  refused.  The  reason  for  this  refusal 
was  clearly  that  the  presence  of  a  municipal  repre- 
sentative on  the  Commission  would  diminish  even 
the  nominal  control  of  the  Government  and  the 
Legislature.  Up  till  the  end  of  the  year  1915,  the 
Provincial  Treasury  had  advanced  to  the  Hydro 
$13,000,000,  while  the  Hydro  had  spent  $17,500,000, 
the  balance  having  been  expended  in  excess  of  the 
appropriations.  These  facts  were  pointed  out  by 
the  Provincial  auditor  who  added  in  his  report  that 

167 
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the  Hydro  Commission  had  "disregarded  the  essen- 
tial provisions  of  the  legislation  creating  it."  This 
report  led  the  Government  to  introduce  and  to  pass 
an  Act  requiring  the  Hydro  to  account  to  the  Legis- 
lature for  all  it's  expenditures.  Notwithstanding 
this  episode,  the  Hydro  compelled  the  Government 
to  change  its  system  of  audit,  so  that  the  Provincial 
Auditor  was  prevented  from  auditing  the  Hydro 
accounts.  A  special  Hydro  auditor  was  appointed 
whose  business  appeared  -to  be  to  ascertain  simply 
that  there  was  a  voucher  for  all  expenditures.  It 
was  no  part  of  his  business  to  determine  whether 
or  not  that  expenditure  had  been  authorized  by 
statute.  In  this  way,  the  Government  at  the  dicta- 
tion of  the  Hydro  diminished  its  control  over  it  and 
by  so  much  diminished  the  security  it  held  over  the 
assets  of  the  Hydro.  The  yielding  of  the  Govern- 
ment on  the  question  of  audit  may  yet  bring  the 
Province  into  financial  tribulation.  Mr.  McGarry, 
Provincial  Treasurer,  said  in  introducing  the  Bill 
concerning  the  audit  of  the  Commission : 

We  had  powers  and  today  have  powers  to  regulate  ex- 
penditures to  some  extent ;  but  under  the  working  out  of  it, 
we  could  not  exercise  them.  It  was  the  custom  for  the 
Hydro  to  make  certain  demands  each  month.  The  expendi- 
ture followed  from  the  Hydro  Electric  offices  and  until  the 
returns  came  in  the  Treasurer  had  no  absolute  knowledge 
as  to  the  expenditure.  This  Bill  has  been  submitted  to  the 
Hydro-Electric  Commission  and  I  think  that  Sir  Adam  Beck 
agrees  now  with  the  principle  of  the  Bill.1 


lMail  and  Empire,  April  14,  1916. 


NIAGARA  IN  POLITICS  169 


The  original  Bill  seems  to  have  embodied  an 
honest  attempt  on  the  part  of  the  Provincial  Treas- 
urer to  bring  the  Hydro  affairs  into  something  like 
order,  yet  he  met  with  sharp  criticism  from  the 
Hydro  party.  Sir  Adam  Beck  adopted  his  custom- 
ary expedient.  He  made  a  demonstration.  A 
deputation  of  two  hundred  persons  from  the  On- 
tario Municipal  Electrical  Association  and  the 
Hydro-Radial  Association  (two  of  the  Hydro  bodies 
organized  for  purposes  of  demonstration  when  re- 
quired) was  launched  against  the  Ontario  Govern- 
ment on  April  18, 1916. 

Mr.  J.  W.  Lyon,  one  of  the  most  prominent  Hydro 
enthusiasts,  said : 

We  want  this  business  as  a  municipal  enterprise  entirely 
outside  of  politics.  I  myself  am  a  Conservative.  We  object 
to  having  it  a  Government  enterprise  and  machine. 

Mr.  G.  H.  Ferguson2  replied  with  some  heat : 

I  don't  know  whether  or  not  I  may  be  too  sensitive,  but 
I  don't  like  the  suggestion  from  you  or  anybody  else  that 
this  Government  has  any  thought  of  making  it  a  Govern- 
ment machine.  You  are  not  warranted  in  any  sense  in 
making  such  an  imputation.  .   .  . 

The  speakers  on  behalf  of  the  municipalities  ob- 
jected to  the  various  Hydro  Bills  coming  up  at  the 
last  moment  of  the  session  and  said  that  more  time 
for  consideration  should  have  been  allowed. 

The  report  adds : 


•  Then  a  member  of  the  Hearst  Government,  afterwards  Premier 
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It  was  thoroughly  apparent  from  the  countenances  and 
remarks  of  several  of  the  cabinet  ministers  that  the  Govern- 
ment recognized  it  had  "got  in  wrong"  and  was  battling 
hard  to  justify  itself. 

In  regard  to  the  audit,  the  leader  of  the  deputa- 
tion, Mr.  T.  J.  Hannigan,  presented  the  demands  of 
the  municipalities  as  represented  by  the  bodies 
above  mentioned.   These  demands  were  as  follows : 

%°  That  the  Audit  Bill  be  tabled  until  next  year  or 
amended  to  make  the  Comptroller  (who  was  to  audit 
the  accounts)  an  appointee  of  the  Hydro  Commission, 

2°  That  the  Chippawa  Power  development  be  made  a 
municipal  project  instead  of  a  Provincial  enterprise. 

3°  That  the  Hydro-Electric  Power  Commission  be  ap- 
pointed hereafter  in  the  following  way :  One  member 
by  the  Chief  Justice  of  Ontario  (who  was  at  that  time 
Sir  William  R.  Meredith),  one  by  the  Provincial  Gov** 
ernment,  one  by  the  Municipalities  purchasing  power 
from  the  Hydro. 

4°  That  the  Hydro-Electric  Commission  be  authorized 
to  proceed  at  once  with  the  final  engineering  surveys 
and  purchase  of  rights  of  way  for  the  railways  now 
authorized  by  the  municipalities. 

Mr.  Ferguson  asked  a  member  of  the  deputation 
whether  or  not  his  understanding  of  the  situation 
was  "that  the  Government  would  develop  the  Hydro 
scheme  and  then  hand  it  over  to  the  Hydro,  the 
municipalities  or  anybody  else  in  the  future?"  The 
member  answered,  "Possibly."  Mr.  Ferguson  re' 
torted,  "No,  positively."  In  reference  to  the  Audit 
Bill,  Mr.  McGarry  explained  to  the  deputation  that 
"friction  had  arisen  and  that  the  Premier  and  he 
had  asked  the  Provincial  Auditor  to  modify  the 
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language  in  which  he  was  writing  the  report  be- 
cause of  his  attack  upon  the  Hydro  Commission. 
.  .  .  Nobody  was  trying  to  take  away  any  power 
from  the  Hydro,  and  if  after  a  year's  trial  it  was 
found  a  change  was  advisable  he  would  introduce 
legislation  next  year.  He  was  willing  that  the 
municipalities  should  have  an  auditor.3 

The  four  Bills  to  which  the  representatives  of  the 
Ontario  Municipal  Electrical  Association  and  the 
Hydro-Radial  Association  objected  to  so  strongly 
because  they  did  not  go  so  far  in  promoting  Hydro 
interests  as  they  thought  the  Bills  should,  were  un- 
questionably among  the  curiosities  of  legislation, 
even  as  they  stood.  What  they  would  have  been 
like  had  they  met  the  views  of  the  Hydro  enthu- 
siasts must  be  left  to  the  imagination. 

The  Government  was  certainly  in  a  difficult  posi- 
tion. On  one  side  there  were  the  noisy  demonstra- 
tions of  the  Hydro  which  made  their  appearance  at 
every  juncture  in  Hydro  history,  reminding  the 
Government  that  behind  them  were  the  constitu- 
encies which  placed  it  and  kept  it  in  power  and  on 
the  other  side  there  were  the  general  interests  of 
the  Province  which  the  Government  knew  they  dare 
not  sacrifice  without  eventual  discredit  and  defeat. 
The  Hearst  Government  was  in  a  cleft  stick.  It 
was  eventually  defeated;  but  the  Hydro  was  not 
really  an  issue  in  the  election.    From  a  series  of 


8  The  Globe,  April  19,  1910. 
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causes  which  need  not  be  discussed  here,  a  Farmer's 
Government  came  into  power. 

The  Hydro  had  no  sooner  evaded  the  crisis  of  the 
spring  of  1916  than  in  the  early  summer  it  encoun- 
tered another  crisis  even  more  serious.  This  was 
a  power  crisis.  Owing  to  the  fact  that  the  Hydro 
had  offered  "power  at  cost,"  "rates  to  be  cut  in 
half,"  etc.,4  and  that  it  had  endeavored  to  imple- 
ment these  promises  in  the  larger  centres  of  popula- 
tion, it  had  induced  an  enormous  demand  for  power. 
The  municipalities  increased  their  plants  for  light- 
ing the  streets,  or  installed  wholly  new  plants  as  in 
the  case  of  Toronto.  There  were  new  demands  for 
electric  light  for  advertising  purposes,  etc.  In  ad- 
dition to  all  these  fresh  demands,  there  came  the 
demand  for  power  for  munition  factories. 

To  meet  this  crisis  Sir  Adam  Beck  adopted  his 
usual  expedient,  he  made  demonstration  by  sum- 
moning a  meeting  of  the  Executive  Committee  of 
the  Ontario  Electric  Union  of  Municipalities.  The 
views  of  the  Hydro  party  may  be  gathered  from  a 
statement  made  on  July  18,  1916,  by  Mr.  J.  W. 
Lyon,  President  of  the  Ontario  Hydro-Electric  As- 
sociation : 

Putting  it  very  mildly,  I  can  say  that  we  have  been  ex- 
pecting this  very  thing  to  happen  for  at  least  six  months. 
As  for  the  solution,  people  must  demand  the  power,  and  it 


*  Sir  James  Whitney  had  even  used  the  rhetorical  phrase  on  an 
electioneering  platform — Niagara  must  be  as  "free  as  air."  N* 
one,  of  course,  took  this  phrase  seriously. 
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frill  be  up  to  the  Government  to  supply  the  power.  It 
looks  as  if  the  Government  would  have  to  expropriate  the 
present  power  development  plants.  There  will  have  to  be 
more  power  developed.  .  .  .  It  is  just  possible,  too,  that 
the  people  of  Ontario  have  been  having  too  much  regard 
for  the  scenery  at  Niagara  Falls.  When  it  comes  to  a 
choice  between  scenery  and  power,  the  people  will  choose 
the  power.  I  have  met  men  who  say  that  we  will  live  yet 
to  see  the  day  when  we  will  be  able  to  walk  across  the  Falls 
in  our  socks,  so  great  will  be  the  demand  for  power.5 

The  object  in  stirring  up  the  municipalities  was 
clearly  to  bring  pressure  to  bear  upon  the  Dominion 
Government  to  put  a  stop  to  the  export  of  power. 
The  Ontario  Government  yielded  to  the  pressure 
and  called  upon  the  Dominion  Government  to  put 
an  embargo  upon  power  export. 

The  Hydro  Party  had  no  interest  whatever  in 
keeping  treaties  or  in  implementing  contracts.  All 
that  it  wanted  was  "power,"  and  because  it  wanted 
"power"  it  must  have  it. 

The  demand  for  power  in  Ontario  for  any  pur- 
pose had  been  small  before  the  Hydro  agitation 
began.  The  agitation  had  been  directed  towards 
obtaining  electric  power  at  cost,  that  is,  at  a  non- 
commercial rate.  The  Hydro  Commission  had  made 
an  arbitrary  rate  based,  as  it  said,  upon  its  esti- 
mates. These  estimates  were,  as  has  been  shown, 
fictitious.  They  were  not  founded  upon  any  scien- 
tific investigation.  It  is  not  surprising  that  the 
demand  became  overwhelming.   That  much  of  the 

■  The  Telegram,  Toronto,  July  18,  1916. 
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power  was  wastefully  employed  is  indisputable. 
Had  the  price  of  power  been  permitted  to  be  regu- 
lated in  terms  of  the  market,  waste  would  have 
been  prevented  and  effective  demand  fully  supplied 
through  an  advance  in  the  price.  Even  as  it  was, 
an  advance  in  the  price  would  have  been  the  proper 
course  to  adopt.  But  for  political  reasons  the 
Hydro  could  not  adopt  such  a  course.  The  whole 
reason  for  its  existence  was  the  low  price  and  if 
the  low  price  had  been  abandoned,  the  Hydro 
would  have  had  no  reason  for  existence. 

The  Hydro  was  thus  encountered  by  an  over- 
whelming demand  at  the  arbitrarily  low  price.  The 
Hydro  enthusiasts  demanded  increase  of  supply 
and  called  upon  the  Government  to  furnish  this  in- 
creased supply  instanter.  There  was,  indeed,  a 
certain  reasonable  basis  for  this  requirement.  The 
Hydro  had  enormously  stimulated  the  demand  for 
power  by  means  of  its  agitation;  but  it  had  done 
nothing  to  increase  the  supply.  Until  the  purchase 
of  the  Ontario  Power  Company,  it  had  not  gener- 
ated any  power  at  Niagara.  In  all  the  discussions 
by  representatives  of  the  municipalities,  the  Niag- 
ara power  question  is  regarded  as  exclusively  an 
Ontario  question;  the  interests  of  the  towns  and 
cities  on  the  American  side  are  wholly  disregarded. 

Before  the  advent  of  the  Hydro,  the  power  Com- 
panies had  great  difficulty  in  obtaining  in  Canada 
a  sufficient  market  for  the  power  they  developed  at 
a  price  even  nearly  as  remunerative  as  the  price 
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they  could  easily  obtain  by  means  of  export  to  the 
American  side.  The  load  factor  in  the  chemical 
and  other  works  in  the  State  of  New  York  was 
much  higher  than  the  load  factor  of  the  current 
used  in  Ontario,  and  therefore  the  power  was  not 
nearly  so  profitably  employed  in  the  latter  region 
as  it  was  in  the  former.  Export  of  power  was  in 
reality  necessary  for  the  Companies.  Power  was 
exported  by  them  under  license  from  the  Dominion 
Government,  the  Ontario  Governmnet  having  no 
jurisdiction  in  such  a  matter.  In  faith  of  these 
licenses,  contracts  were  entered  into  with  street 
railways  and  other  enterprises  in  the  United  States 
and  later  such  contracts  were  made  with  munition 
factories  there  for  the  supply  of  power.6 

Merely  because  some  municipalities  in  Ontario 
were  clamoring  for  power  at  what  under  the  cir- 
cumstances was  a  ridiculously  low  price,  it  ap- 
peared that  the  people  of  the  towns  on  the  Ameri- 
can side  who  were  willing  to  pay  a  reasonable  price 
for  the  power  were  to  be  subjected  to  a  stoppage  of 
their  street  railways  and  their  street  lighting  sys- 
tems and  the  factories,  including  munition  fac- 

•  "If  the  Canadian  Government  wishes  to  expropriate  the  power 
and  break  its  agreement  with  the  United  States,  I  suppose  it  can; 
but  I  do  not  think  the  Ontario  Government  would  do  anything  like 
that — break  its  agreement  with  the  power  companies.  The  Ontario 
Power  Company  is  importing  about  60,000  H.P.  to  this  side  of  the 
border  and  it  is  used  by  their  customers  in  Lockport,  Rochester 
and  as  far  east  as  Syracuse,  where  it  lights  the  city  and  operates 
the  trolley  cars  as  well  as  operates  many  small  manufacturing 
plants."  Mr.  Langdon  Albright  of  The  Ontario  Power  Co.,  speak- 
ing at  Niagara  Falls,  N.  Y.    The  News,  Toronto,  July  19,  191G. 
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tories,  were  to  stop  operations.  If  export  of  power 
;were  brought  to  a  sudden  stop  as  the  Hydro  Party 
demanded,  the  power  Companies  would  be  exposed 
to  actions  for  damages  for  breach  of  contract,  and 
the  Dominion  Government  would  be  exposed  to 
sharp  remonstrance  on  the  part  of  the  Government 
at  Washington. 

There  can  really  be  no  argument  on  such  a  ques- 
tion. The  Hydro  brought  the  crisis  upon  itself, 
through  its  arbitrary  fixation  of  a  rate  for  power 
which  induced  an  abnormal  demand  insusceptible 
of  satisfaction  by  any  suddenly  adopted  means. 
The  Ontario  Government  had  shown  itself  singu- 
larly regardless  of  contracts  made  by  itself.  It  had 
simply  canceled  these  contracts;  but  it  could  not 
adopt  the  same  procedure  by  legislating  out  of 
existence  an  international  agreement  to  which  it 
was  not  a  party,  nor  could  it  interfere  with  con- 
tracts made  in  terms  of  that  international  agree- 
ment. 

The  Municipal  enthusiasts  neglected  to  take  into 
consideration  also  the  important  fact  that  the  quan- 
tity of  water  which  can  be  diverted  from  Niagara 
is  limited  by  Treaty  and  that  the  limitation  is  due 
primarily  to  the  necessity  of  preserving  the  level 
of  Lake  Erie,  alike  in  the  interests  of  navigation 
and  in  the  interests  of  the  towns  along  its  shores. 
The  power  crisis,  after  all  the  Hydro  steam  had 
escaped,  was  met  by  compromise  and  the  Hydro 
Party  had  to  be  satisfied  with  things  as  they  were. 
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Had  the  Hydro  simply  raised  its  price,  it  would 
have  been  deprived  of  occasion  for  demonstration, 
but  it  would  have  promoted  an  immediate  economy 
of  power. 

In  his  addresses  during  1916  and  1917,  crucial 
years  for  the  Hydro,  the  Chairman  of  the  Commis- 
sion and  his  henchmen  appealed  for  support  of  the 
Hydro  on  all  kinds  of  grounds.   The  Hydro  would 
make  Ontario  independent  of  the  United  States  in 
respect  to  coal ;  the  Hydro  would  relieve  the  short- 
age in  pulp  because  it  would  supply  power  for  the 
pulp  mills;  the  Hydro  would  solve  the  problem  of 
the  returned  disabled  soldier.    If  the  Chippawa 
project  were  carried  out,  "There  would  be  no  diffi- 
culty in  making  available  1,000,000  H.P.  using 
©nly  the  water  provided  for  under  the  waterways 
treaty."7    The  arguments-  for  Hydro-radials  were 
similarly  inflated,  although  they  were  frequently 
inconsistent  with  other  Hydro  projects.    At  the 
moment  when  Hydro-radials  were  being  urged, 
projects  for  the  electrification  of  the  steam  rail- 
ways were  also  brought  forward.   By  some  remark- 
able process  of  reasoning,  the  power  available  from 
Magara  Falls  and  from  other  water-powers  in  On- 
tario was  regarded  as  sufficient  to  supply  with 
power  all  the  railways,  all  the  radials  which  were 
projected,  and  practically  all  the  industries  as  well 
as  the  municipalities  and  domestic  services.  "We 


T  Daaly  News,  Toronto,  February  16,  1917. 
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would  displace  at  once  forty  to  fifty  million  tons 
of  coal  per  annum.  With  coal  at  $5  per  ton  this 
would  be  |200,000,000  a  year."8  The  most  varied 
schemes  were  proposed  involving  the  embarkation 
of  the  Hydro  Commission  into  intricate  businesses 
with  which  none  of  its  members  were  in  the  least 
degree  acquainted.  "We  have  a  pulp  mill,  we  oper- 
ate a  pulp  mill  in  the  Trent  district.  We  have  an 
output  of  35  tons  per  day.  ...  I  often  wonder  if 
it  would  not  be  a  good  idea  to  establish  a  news- 
paper mill  and  help  the  newspapers  of  Ontario.  If 
public  support  were  behind  the  enterprise  there  is 
no  reason  why  a  paper  mill  should  not  be  estab- 
lished. You  will  never  get  it  by  legislation  or  an 
Act  of  Parliament.  [Laughter]  The  only  way  to 
get  this  legislation  permanently  and  assured  is  to 
go  into  competition  with  the  corporations."9 

This  is  a  fair  sample  of  the  attitude  of  the  Com- 
mission towards  industry.  It  exhibits  a  character- 
istic contempt  for  the  processes  of  law  customarily 
adopted  in  democratic  countries.  The  way  to  kill 
private  enterprise  is  for  a  public  body  like  the 
Hydro  Commission  to  start  competitive  industries, 
without  regard  either  to  legal  or  economic  consid- 
erations and  then  afterwards  to  insist  upon  being 
given  legislative  authority. 

No  better  example  could  be  found  of  the  thor- 


•  Evening  Telegram,  Toronto,  February  16,  1917. 
•Ibid. 
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oughly  mischievous  doctrine  and  practice  of  the 
Hydro. 

An  example  of  the  reckless  rhetoric  of  the  Chair- 
man of  the  Hydro-Electric  Commission  may  be 
found  in  a  speech  made  by  him  before  a  public 
meeting  at  St.  Catharines  held  in  December,  1916. 
The  following  extract  is  from  The  Toronto  Tele- 
gram,10  one  of  the  most  ardent  of  the  Hydro  news- 
papers : 

It  was  Sir  Adam  himself  who  swept  the  obstacles  away 
and  carried  what  was  meant  for  a  hostile  meeting  into  a 
cheering  Hydro  crowd.  He  pointed  to  the  Chippawa  Creek 
power  scheme.  "That  entails  an  expenditure  of  ten  to 
fifteen  million  dollars,  and  I  challenge  any  man  to  get  up 
and  say  that  he  doubts  its  success.  I  want  to  make  a  state- 
ment tonight  that  that  plant  will  be  completed  in  time  and 
completed  within  estimates.  Why?  Because  we  allow  25 
to  30  per  cent  for  contingencies. "  This  was  in  answer  to 
a  criticism  that  at  the  present  time  no  one  could  estimate 
what  the  radials  would  cost.  And  then  to  a  statement  that 
Hydro  power  and  Hydro  radials  should  not  be  mixed: 
"I  mix  them ;  I  shake  them  up.  It  is  only  by  collusion  that 
they  can  be  made  a  success.  I  am  not  here  to  promote 
Hydro  radials  or  Hydro  power.  All  I  ever  got  out  of  it  is 
a  chance  to  cook  my  meals  by  Canadian  electricity  at  half 
what  it  would  cost  with  American  coal." 

Apart  from  the  mere  nonsense  in  this  speech  as, 
e.g.,  "I  am  not  here  to  promote  Hydro  radials  and 
Hydro  power,"  when  everyone  knew  that  was  the 
sole  reason  for  the  speech,  the  "estimates"  upon 
which  he  based  his  plea  for  public  support  were 


*  The  Toronto  Telegram,  December  21,  191& 
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exceeded  by  400  per  cent  in  the  case  of  the  higher, 
and  600  per  cent  in  the  case  of  the  lower  "esti- 
mate." 

Inexorable  fate  proved  that  these  were  not  really 
estimates  but  merely  visions.  If  they  were  made 
by  technically  competent  persons  and  published  as 
they  were  made,  they  turned  out  none  the  less  to 
be  visionary.  If  the  estimates  really  made  were 
suppressed  and  figures  substituted  of  such  a  nature 
as  to  induce  public  support  by  understatement  of 
the  obligations  to  be  incurred,  the  "estimates"  were 
also  none  the  less  an  effort  of  the  imagination.  In 
his  reference  to  cooking,  perhaps,  Sir  Adam  wished 
humorously  to  suggest  that  the  Chippawa  estimates 
had  been  subjected  to  this  process.  His  imagina- 
tion had  undoubtedly  run  away  with  him  when  he 
spoke  of  the  cost  of  cooking  by  electricity  being  half 
the  cost  by  American  coal  and  of  the  sole  advantage 
to  him  of  the  Hydro  having  been  the  opportunity 
to  use  an  electric  stove.  He  forgot  to  mention  the 
trifling  circumstance  that  he  had  been  drawing  a 
substantial  salary  as  Chairman  of  the  Hydro.11 

In  October,  1916,  after  protracted  litigation,  the 
Toronto  Electric  Light  Company  was  required  in 
accordance  with  a  decision  of  the  Judicial  Commit- 
tee of  the  Privy  Council  in  London  to  remove  its 


u  Although  the  Companies  purchased  by  the  Hydro  were  wound 
up,  the  Chairman  of  the  Hydro  was  paid  also  as  Chairman  of  each 
of  these  companies.  The  total  of  his  emoluments  came  to  a 
considerable  sum. 
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poles  from  the  streets  of  Toronto  and  to  put  all  its 
wires  under  ground.  The  Hydro  Commission  after- 
wards acquired  the  business  of  this  Company,  but 
the  appearance  of  the  City  streets  demonstrates  to 
what  a  slender  extent  the  obligation  imposed  upon 
the  Company  has  been  implemented  by  its  suc- 
cessor. 

In  December,  1916,  while  the  Hydro  Party  were 
using  the  demand  for  power  for  munition  purposes 
as  a  means  for  getting  complete  control  of  Niagara 
Power  by  prohibiting  exportation  of  power  and  by 
preventing  the  power  Companies  from  producing 
at  their  maximum  capacity,  the  situation  was  accu- 
rately described  by  Mr.  (afterwards  Sir)  Joseph 
Flavelle.  Mr.  Flavelle  was  at  that  time  Chairman 
of  the  Canadian  Munitions  Board.  His  business 
was  to  secure  in  Canada  the  greatest  possible  sup- 
ply of  munitions  for  the  conduct  of  the  war.  Speak- 
ing in  Sherbourne  Street  Methodist  Church,  on  De- 
cember 17,  1916,  he  said : 

During  the  time  I  was  in  London,  I  cabled  a  message 
from  the  War  Office  about  business,  and  the  answer  came 
back  from  Canada  that  it  could  not  be  carried  out  as,  it  was 
alleged,  there  was  no  power.  When  I  arrived  home,  I  found 
the  streets  and  stores  illuminated  for  Christmas  shopping. 
Why  should  this  be?  In  order  to  provide  more  electrical 
power  for  munition  plants,  the  shops  should  be  closed  when 
it  is  necessary  to  use  power  to  light  them.  ...  In  Lon- 
don and  in  Paris  at  night  it  is  as  dark  as  the  darkest  night 
in  a  swamp.12 


11  The  Telegram,  Toronto,  December  18,  1916. 
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The  results  of  an  investigation  by  Mr.  D.  EL 
McDougall,  President  of  the  Canadian  Electrical 
Association,  into  the  methods  of  the  Hydro  Com- 
mission were  contained  in  an  address  delivered  by 
him  at  the  annual  meeting  of  the  Association  held 
at  Ottawa  in  April,  1918.  The  address  was  referred 
to  a  Special  Committee  and  on  the  recommendation 
of  that  Committee  the  address  was  adopted  by  the 
Association.  The  principal  points  in  the  address 
in  which  reference  is  made  to  Hydro  affairs  are  as 
follows : 

The  outstanding  example  of  failure  to  live  up  to  contract 
obligations  in  the  service  of  electric  power  in  Canada,  dur- 
ing the  past  year,  is  the  case  of  the  Hydro-Electric  Com- 
mission of  Ontario,  which  with  an  unprecedented  lack  of 
foresight,  made  contracts  for  larger  amounts  of  power  than 
it  was  able  to  supply.  The  total  amount  of  this  shortage 
has  been  stated  to  be  100,000  H.P.;  but  unlike  the  members 
of  this  Association  the  Commission  has  so  far  been  able  to 
escape  the  consequences  of  this  selling  short  of  power,  as  it 
has  refused  to  recognize  the  claims  of  its  customers,  based 
on  the  solemn  contracts  signed  by  it,  and  has  pleaded  that 
its  shortage  has  been  caused  by  the  war. 

It  is  hard  to  believe  that  such  immorality  would  be  pro- 
tected by  the  Crown  and  that  millions  of  dollars  invested  in 
plants  depending  on  government  contracts  for  their  power 
should  be  shut  down  when  many  of  them  would  otherwise 
be  turning  out  munitions  .   .   .  but  for  this  breach  of  faith. 

This  Commission,  in  spite  of  its  lack  of  business  ability, 
is  able  to  secure  large  sums  for  construction  work,  amount- 
ing to  about  $20,000,000  a  year  because  its  undertaking  is 
supported  by  the  Government;  although  the  works  it  is 
building  cannot  be  of  any  service  to  the  country  for  years 
to  come,  long  after  the  war  will  surely  be  over.  In  the 
meantime,  it  is  diverting  this  money  so  much  needed  for 
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war  purposes  from  the  use  of  the  people  of  Canada.  The 
amount  of  money  expended  by  the  Hydro-Electric  Commis- 
sion so  far  in  transmission  and  distribution  plants  is  about 
$70,000^000  and  the  estimated  amount  of  taxes  lost  to  the 
people,  which  they  would  collect  from  privately  owned  com- 
panies with  similar  properties,  is  about  $1,500,000  per  year. 

An  example  of  the  arbitrary  use  of  the  powers 
with  which  the  Hydro  Commission  had  practically 
endowed  itself  and  of  the  method  by  which  it  con- 
trols municipal  action  and  suppresses  the  freedom 
of  the  local  activities,  is  to  be  found  in  the  case  of 
the  City  Council  of  Niagara  Falls,  Ontario.  The 
Council  in  order  to  induce  a  manufacturing  com- 
pany to  erect  a  plant  offered  to  supply  power  at 
$10  per  horsepower,  but  the  Hydro  Commission  im- 
peratively required  the  Council  to  charge  the  com- 
pany $14  per  horsepower.  This  occurred  in  Octo- 
ber, 1916,  while  the  Hydro  was  advertising  itself  as 
the  sole  means  of  getting  "cheap  power."  The 
Mayor  of  Niagara  Falls  very  naturally  denounced 
the  Hydro  Commission.  "No  Czar  or  Kaiser,"  he 
said,  "could  act  in  a  more  high-handed  manner."18 

A  crisis  which  continues  without  any  visible  im- 
mediate end  is  the  rate  crisis.  It  must  always  be 
a  difficult  question  to  decide  at  any  moment  what 
the  price  of  a  public  service  would  have  been  had 
it  never  been  monopolized  by  a  public  authority 
and  had  it  always  been  fully  subject  to  the  forces 
of  competition.   In  a  certain  sense  monopoly,  even 

18  The  Globe,  Toronto,  October  14,  1916. 


184  NIAGARA  IN  POLITICS 


of  a  public  authority,  is  invariably  exposed  to  com- 
petitive influences.  For  example,  if  a  public  au- 
thority increases  the  price  of  its  monopolized  street 
railway  service,  beyond  a  certain  point,  people  will 
walk  for  short  distances  and  only  ride  upon  long 
journeys.  Since  the  short-distance  traveler  pays 
much  greater  mileage  than  the  long-distance  trav- 
eler, the  system  suffers  by  this  diminution  or 
elimination  of  the  short-distance  traffic.  The  rate 
charged  for  the  long-distance  traffic  or  the  uniform 
rate  if  it  be  high  is  limited  by  the  rates  charged 
by  other  means  of  conveyance.  Similarly,  a  high! 
rate  for  electric  lighting  will  lead  to  the  increase 
in  the  use  of  gas  or  oil  or  other  means  of  illumina- 
tion. If  a  city  is  charged  more  than  a  certain 
amount  for  electric  light,  there  will  be  a  tendency 
to  use  less  of  it.  Thus,  even  public  monopolies  of 
public  utilities  are  subject  to  competition  and  are 
not  monopolies  in  the  strict  sense. 

The  rates  charged  by  a  public  authority  for  in- 
dividual services  to  the  public  are  invariably  based 
to  begin  with  upon  an  arbitrary  rate.  The  rate  of 
postage  for  example  of  2  cents  for  a  letter  weigh- 
ing an  ounce  is  not  based  in  any  way  upon  the  cost 
of  the  service  of  handling  and  delivering,  but  is  a 
purely  arbitrary  rate.  So  a  uniform  rate  of  5  cents 
or  of  7  cents  for  a  continuous  or  "transferred" 
journey  upon  a  street  car  system  operated  by  a 
public  authority  is  an  arbitrary  fare.  If  the  serv- 
ice is  to  be  economically  conducted  the  service  must 
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be  adapted  to  the  fare,  not  the  fare,  which  is  in- 
flexible, to  the  service.  In  the  event  of  a  5-cent  or 
7-cent  fare  being  found  to  be  unremunerative  unless 
the  service  is  curtailed,  the  curtailment  of  the 
service  must  lead  to  public  remonstrance  and  if 
the  fare  is  increased  public  remonstrance  must  fol- 
low also.  If  one  or  other  course  is  persisted  in, 
public  hostility  ensues.  The  experience  of  munici- 
pal elections  shows  that  from  causes  which  seem 
at  first  sight  obscure  but  which,  upon  investiga- 
tion, are  intelligible,  there  comes  a  period  of  more 
or  less  instability  in  the  City  government.  The 
members  who  were  instrumental  in  raising  the 
fares  or  in  diminishing  the  facilities  disappear  and 
others  take  their  places.  These  may  not  be  pledged 
to  adopt  a  different  street  railway  policy,  but  un- 
less they  do  so,  they  also  disappear  and  so  on. 

An  arbitrary  fare  for  any  public  service  adminis- 
tered by  a  public  authority  amenable  to  public  pres- 
sure through  the  polling  booths  is  thus  not  easily; 
altered,  no  matter  what  economical  considerations 
might  determine  alteration. 

The  Ontario  Hydro-Electric  Power  Commission 
is  encountering  a  rate  crisis.  It  had  encouraged 
the  use  of  electric  heaters  for  domestic  use.  In 
many  houses  built  during  the  past  few  years,  either 
by  those  who  intended  to  occupy  them  or  for  sale, 
such  heaters  were  installed  and  electric  heaters 
were  also  installed  in  older  houses.  In  consequence 
of  the  financial  condition  in  which  the  Hydro- 
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Electric  Commission  found  itself,  it  issued  an  edict 
that  the  rate  for  electricity  for  heating  appliances 
was  to  be  increased  to  a  practically  prohibitive  rate. 
There  was  a  public  outcry  and  the  edict  was  with- 
drawn. Sooner  or  later  the  Hydro  must  increase 
its  rates  for  domestic  lighting.  These  rates  were 
fixed  originally  in  a  perfectly  arbitrary  manner  at 
a  ludicrously  low  rate  in  the  centres  of  population. 
The  purpose  of  fixing  the  rates  at  so  low  a  point 
was  to  ensure  political  support  for  the  Hydro.  So 
successful  was  this  manoeuvre  that  the  political 
parties  vied  with  one  another  in  supporting  it. 
No  criticism  of  its  expenditure  was  offered  either 
by  the  Government  or  by  the  Opposition  in  the  local 
Legislature.  The  sole  criterion  of  the  success  of 
the  Hydro  was  the  cheapness  of  its  power  for  do- 
mestic lighting.  That  for  all  other  purposes  its 
rates  were  relatively  high  attracted  no  attention. 
That  its  ludicrously  low  rates  for  domestic  use 
could  not  by  any  possibility  be  sustained  indefi- 
nitely without  heavy  cost  to  the  taxpayer  was  also 
disregarded.  The  Hydro  had  made  a  bid  for  politi- 
cal support  and  got  that  support  by  bribing  the 
domestic  users  of  electricity  and  by  vastly  increas- 
ing their  number  by  means  of  the  bribe  of  low  rates. 

It  is  quite  evident  that  these  rates  could  be  in- 
creased  by  doubling  or  even  by  trebling  them,  but 
the  Hydro  Commission  is  afraid  to  attempt  this 
operation.  So  long  as  the  Hydro  administration  is 
dominated  by  political  motives,  and  it  will  be  so 
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dominated  so  long  as  the  present  administration 
continues,  no  attempt  will  be  made  to  increase  the 
rates  for  domestic  purposes,  or  if  such  an  attempt 
is  made,  it  will  in  all  probability  meet  the  fate  of 
the  attempt  to  increase  the  rates  upon  electricity 
used  for  heating. 

If  the  present  Hydro  Commission  were  wholly 
discharged  and  a  new  Commission  composed  of 
technically  qualified  persons  were  appointed,  the 
raising  of  the  rates  is  a  certainty.  But  when  the 
rates  are  raised,  public  enthusiasm  for  the  Hydro 
based  as  it  has  been  upon  the  lowness  of  the  rate, 
and  upon  that  exclusively,  must  evaporate.  The 
new  technical  Hydro  Board,  if  such  a  body  were 
appointed,  would  inevitably  suffer  from  the  oppro- 
brium of  the  public.  Opprobrium  would  not  neces- 
sarily be  merited  by  the  new  Board,  but  this  cir- 
cumstance would  not  affect  its  unpopularity  and 
urgent  demands  would  undoubtedly  be  made  to  re- 
introduce a  political  element  on  the  ground  that  a 
public  utility  operated  by  a  public  authority  must 
be  controlled  by  public  representatives  whether 
they  are  technically  qualified  or  not. 

Whatever  the  future  may  have  in  store  for  the 
Hydro,  it  encounters  at  this  moment  a  sharp  rate 
crisis.  The  rates  for  domestic  use  and  even  for 
street  lighting  must  be  revised  upwards  and  the 
users  of  the  future  must  be  called  upon  to  pay  not 
merely  a  price  which  will  cover  the  cost  of  the  elec- 
tricity they  use  but  must  also  cover  a  portion  of 
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the  cost  of  the  electricity  used  by  them  or  by  their 
predecessors  during  the  past  few  years.  This  crisis 
is  pressing  hard  upon  the  Hydro  Commission  at 
the  present  moment.  How  they  will  deal  with  it  re- 
mains to  be  seen,  but  the  sooner  they  seat  them- 
selves on  the  stool  of  repentance  and  admit  that  all 
their  estimates  of  the  cost  of  construction  of  their 
plant  and  of  the  cost  of  power  were  wildly  astray, 
the  better  for  the  credit  of  the  Province.  The  crisis 
can  only  be  met  otherwise  by  raising  more  capital 
and  by  taking  out  of  further  loans  the  wherewithal 
to  provide  fictitious  sinking  funds.  This  policy 
which  has  hitherto  been  pursued  must  simply  add 
to  the  burdens  of  the  Province  and  result  in  a  con- 
tinuance of  waste  of  power. 


XI 


THE  HYDRO-ELECTRIC  POWER  COMMISSION 
FOURTH  PHASE 

The  Hydro  Radial  Project 

Throughout  the  year  1916,  the  agitation  of  the 
Hydro  Party  was  devoted  largely  to  attempts  to 
work  up  the  cities  to  demand  interurban  electric 
railways,  as  well  as  to  incite  the  small  towns  and 
the  farmers  to  call  upon  the  Provincial  Government 
to  provide  transport  for  them  and  their  products 
by  means  of  a  Provincial  radial  system.  No  real 
estimate  of  the  cost  of  this  enterprise  was  ever 
placed  before  the  people.  Various  figures  were 
offered  between  $150,000,000  and  $200,000,000. 
The  Hydro  Party  explained  that  there  was  no  idea 
of  beginning  construction  of  the  lines  until  peace 
had  been  concluded;  but  at  the  same  time  they  in- 
sisted that  the  Government  should  proceed  to  pur- 
chase rights  of  way.  Since  a  large  proportion  of 
the  total  expenditure  must  necessarily  have  con- 
sisted of  the  sums  involved  in  such  purchases,  the 
Hydro  project  could  not  have  been  carried  into 
effect,  even  thus  far,  without  embarrassing  the 
Province  of  Ontario  because  of  the  difficulty  of 
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finding  the  money  during  a  period  of  acute  financial 
strain.  Moreover,  the  operation  of  finding  the 
money  would  necessarily  have  crippled  the  Allies 
in  the  conduct  of  the  war.  The  Hydro  Party  was 
not  in  the  least  interested  in  the  grave  national  and 
international  crisis.  It  was  interested  alone  in  the 
promotion  of  its  political  schemes.  To  the  credit 
of  the  Provincial  Government,  it  did  not  take  the 
narrow  Hydro  view.  As  a  consequence  of  the  atti- 
tude of  the  Government,  the  displeasure  of  the 
Hydro  Party  was  incurred.  As  usual  a  demonstra- 
tion was  devised.  A  meeting  of  the  Eadial  Union 
was  held  in  Toronto  in  August,  1916.  The  Presi- 
dent of  the  Union,  Mr.  J.  W.  Lyon,  of  Guelph,  de- 
nounced the  Government  vigorously. 

We  should  protest  against  this  red  tape  in  "regard  to 
this  enterprise/'  .  .  .  The  Union  unanimously  passed  a 
resolution,  moved  by  Mr.  J.  W.  Lyon  .   .   .  asking  that 

(1)  Orders  in  Council  be  passed  as  requested  from  time 
to  time,  providing  funds  for  purchase  of  right  of  way. 

(2)  That  legislation  be  passed  to  take  over  the  Chippawa 
Creek  power  development  and  to  build  and  operate  it. 

(3)  That  the  Hydro-Electric  Railway  Act  of  1916  be 
repealed  (except  clause  4)  as  being  ambiguous  and  un- 
necessary. 

(4)  That  legislation  be  passed  divorcing  the  Hydro 
Power  Commission  from  any  department  and  from  the  con- 
trol of  any  Government  Department.1 

1The  Daily  Star,  Toronto,  August  31,  1916. 

This  meeting  was  described  in  the  report  as  a  meeting  of  the* 
Radial  Union;  it  was  really  a  meeting  of  the  general  executive 
of  the  Ontario  Hydro-Electric  Association.  It  was  attended  by 
the  Mayors  and  reeves  of  forty  municipalities,  although  there  was 
no  proof  that  these  municipalities  were  unanimously  in  favor  of 
the  Radial  scheme. 
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The  latter  part  of  the  resolution  relates  to  the 
standing  quarrel  between  the  Government  and  the 
municipalities  regarding  the  ownership  and  control 
of  the  whole  Hydro  enterprise.  The  clauses  in 
question,  however,  had  an  important  bearing  upon 
the  Radial  question  because  they  implied  an  inten- 
tion on  the  part  of  the  Hydro  Party  to  set  up  an 
organ  of  government  alongside  the  Government  of 
the  Province  and  independent  of  it  and  of  the 
Legislature  for  the  purpose  of  carrying  out  and 
operating  an  extensive  system  of  transportation  by 
means  of  capital  supplied  by  the  Provincial  Treas- 
ury and  in  competition  with  the  national  railway 
system  operated  by  the  Dominion  Government.  On 
the  day  following  the  demonstration  above  de- 
scribed, another  demonstration  was  made  at  Ham- 
ilton, Ontario,  on  September  1,  1916,  where  Sir 
Adam  Beck  urged  that  the  Chippawa  Creek  project 
be  taken  over  from  the  Government  by  the  munici- 
palities and  that  the  Hydro  be  made  a  municipal 
enterprise  pure  and  simple.  Controller  Morris, 
acting  Mayor  of  Hamilton,  declared  that  "  'the 
people  are  impatient  at  the  delay  in  the  develop- 
ment of  the  Provincial  Hydro  Radial  plan'  .  .  . 
Sve  are  going  ahead  with  our  plans  and  this  meet- 
ing has  been  called  to  inaugurate  a  campaign  to 
bring  these  matters  to  a  head.'  Mayor  Burgoyne, 
of  St.  Catharines,  also  spoke  on  behalf  of  Hydro 
Radials  and  urged  that  they  could  not  be  com- 
pleted too  soon." 
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The  pressure  of  the  Hydro  demonstrations  led  by 
Sir  Adam  Beck  was  so  severe  that  the  Government 
found  itself  in  a  quandary.  Either  it  must  capitu- 
late to  the  Hydro  and  commit  the  Province  to  ex- 
penditure of  an  indefinite  amount  or  it  must  offend 
the  Hydro  and  run  the  risk  of  being  thrown  out  of 
office  by  an  adverse  vote  engineered  by  the  Hydro. 
The  Government  avoided  this  painful  dilemma  by 
appointing  a  Commissioner  to  investigate.  They 
chose  Mr.  Justice  Sutherland,  a  conscientious  law- 
yer and  judge  who  was  quite  certain  to  look  at  the 
subject  from  a  common-sense  point  of  view  and 
quite  unlikely  to  involve  the  Government  in  tribu- 
lation. At  the  same  time,  Mr.  Sutherland  was  a 
mild  and  inoffensive  man,  at  whom  neither  the 
Hydro  nor  anyone  else  was  likely  to  take  umbrage, 
no  matter  what  might  be  his  decision  in  relation  to 
the  Hydro  Eadials. 

The  Sutherland  Commission  lasted  for  many 
months.  An  enormous  amount  of  evidence  was 
heard.  The  Kadial  enthusiasts  had  full  opportunity 
to  ventilate  their  project.  There  was  much  opposi- 
tion and  much  criticism.  It  was  evident  that  even 
those  who  were  urging  "public  ownership"  were  not 
unanimous  in  regard  to  Eadials.  Large  amounts 
of  public  money  were  being  expended  on  roads. 
Farmers  were  buying  motor  cars.  The  Dominion 
Government  was  acquiring  two  railway  systems, 
both  of  which  tapped  the  very  territory  over  which 
these  Radial  lines  were  to  go.    The  population  of 
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the  Province  was  not  numerous  enough  to  justify 
so  heavy  a  burden  as  the  Eadial  system  must  in- 
volve. The  drift  of  the  evidence  was  in  the  direc- 
tions suggested.  The  Eeport  was  in  consequence 
decidedly  adverse  to  a  general  scheme  of  Radial 
railways. 

The  project  was  not  only  untimely,  it  was  ridicu- 
lous. A  few  persons  in  a  few  municipalities  pre- 
sumed to  demand  in  the  name  of  "public  owner- 
ship" control  of  the  public  exchequer  for  the  execu- 
tion of  a  scheme  which  was  devised  to  confer  cer- 
tain local  benefits  at  enormous  cost  to  the  rest  of 
the  community  and  to  do  so  at  a  moment  when 
economy  alike  of  means  and  of  effort  was  absolutely 
necessary  to  enable  the  country  to  survive  a  strug- 
gle which  demanded  extreme  endurance. 

Various  influences  combined  to  defeat  the  meas- 
ure. The  Provincial  Government  saw  in  the  Hydro 
Radial  scheme  a  device  to  aggrandize  the  Hydro 
even  more  than  it  had  already  succeeded  in  aggran- 
dizing itself.  The  Dominion  Government  saw  in 
the  scheme  a  dangerous  competitor  to  the  National 
Railways  and  the  taxpayer  became  frightened  at 
the  magnitude  of  the  Hydro  demands  and  distrust- 
ful of  the  competence  of  the  Hydro  Commission  to 
manage  so  diversified  and  unwieldy  a  series  of 
enterprises  as  it  appeared  to  be  anxious  to  under- 
take. The  attempt  of  the  Hydro  Party  to  acquire 
control  of  public  capital  on  a  large  scale  was  thus 
frustrated.    From  the  point  of  view  of  the  gen- 
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eral  public  that  Party  had  gone  far  enough  to- 
wards compromising  the  credit  of  the  Province. 
One  outcome  of  the  Radial  controversy  was  that 
the  Hydro  lost  the  wholehearted  support  of  one 
of  the  newspapers  which  had  previously  been  one 
of  its  main  props.2 

When  under  the  Hydro  Electric  Railway  Act  a 
popular  vote  was  taken  upon  the  project  on  Janu- 
ary 1,  1917,  the  ground  had  been  thoroughly  pre- 
pared by  energetic  agitation.  So  far  as  the  first 
scheme  of  the  Commission  was  concerned,  the 
building  of  Radial  lines  between  Toronto  and  St. 
Catharines  passing  through  Hamilton,  the  last 
mentioned  city  was  the  key  of  the  situation.  The 
share  in  the  capital  proposed  to  be  invested  in 
the  new  enterprise  by  Hamilton  according  to  the 
Hydro  estimates  was  $6,000,000.  The  other  places 
through  which  the  line  was  to  pass  were  expected 
to  provide  relatively  small  sums.  Only  two  munici- 
palities voted  against  the  Radial  By-law — Hamil- 
ton and  a  small  town.  The  adverse  vote  of  Hamil- 
ton did  not  disclose  a  large  majority  against  the 
By-law,  but  the  vote  defeated  the  By-law  and  also 
contributed  to  the  killing  of  the  general  project. 
The  Hydro,  however,  proceeded  with  the  acquisi- 
tion of  small  lines  in  the  vicinity  of  Toronto  which 
since  their  acquisition  have  sunk  from  dividend  and 
taxpaying  enterprises  to  a  source  of  continuous  de- 


J  The  Daily  Star,  Toronto. 
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flcits  involving  serious  loss  to  the  Province.  The 
Hydro  found  itself  abandoned  by  some  of  its  lead- 
ing supporters  and  the  losses  upon  the  lines  it  was 
operating  caused  the  larger  scheme  to  drop  out  of 
sight. 

While  the  Hydro  was  formulating  its  extrava- 
gant and  ill-digested  schemes,  it  was  resolutely 
opposing  every  movement  towards  genuine  im- 
provement of  the  means  of  communication  or  of 
increasing  the  facilities  for  obtaining  power.  The 
Hydro  protested  against  the  construction  of  a  new 
line  of  railway  between  Hamilton  and  Niagara  by 
the  Canadian  Northern  Railway  (afterwards  ac- 
quired by  the  Dominion  Government).  It  pre- 
vented any  of  the  development  projected  at  Chip- 
pawa  by  the  Electrical  Development  Company, 
through  its  attacks  upon  that  Company.  It  pre- 
vented the  development  of  the  Toronto  Electric 
Light  Company  by  similar  means.  It  created  a 
feeling  of  uncertainty  and  distrust  throughout  the 
Province  of  Ontario,  a  feeling  from  which  the  Prov- 
ince is  still  suffering  and  to  which  must  be  attrib- 
uted some  part  of  the  present  economic  stagnation. 

The  methods  of  the  Hydro  in  its  controversies 
with  municipalities  were  illustrated  in  the  dispute 
between  the  Hydro  and  the  City  Council  of  Toronto 
regarding  the  Toronto  Suburban  Railway.  The  in- 
terest of  the  Hydro  lay  in  the  project  of  a  wide- 
spread Radial  system  which  was  to  be  under  its 
control.   The  development  of  this  system  involved 
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the  construction  of  terminals  in  the  heart  of  munici- 
pal areas.  A  strong  feeling  had  been  manifested 
in  Toronto  even  among  the  enthusiasts  for  "public 
ownership"  against  "handing  over  the  city  streets 
and  terminal  areas  to  the  Hydro."  The  question 
came  up  at  the  Toronto  City  Council  on  Novem- 
ber 7-8,  1922.  The  following  is  an  abbreviated  ac- 
count of  what  took  place. 

Sir  Adam  Beck  plucked  victory  from  the  jaws  of  defeat 
at  the  meeting  of  the  city  council  early  this  morning,  but  at 
an  appalling  price  to  the  citizens  of  Toronto.  Incidentally, 
it  was  one  of  the  most  pitiable  exhibitions  of  flopping  that 
has  occurred  in  civic  history.  The  council  had  earlier  in 
the  evening  (of  the  7th)  decided  on  motion  of  Councillor 
Foster  to  leave  over  the  Toronto  Suburban  By-law  for  two 
weeks,  following  a  disclosure  of  Aid.  Singer  that  .  .  .  the 
city  sections  of  the  Toronto  Suburban  Railway  would  be 
handed  over  to  the  city  without  prejudice  to  either  party. 
r.  .  .  The  decision  was  made  by  the  council,  during  the 
absence  of  the  Mayor  at  a  meetings  on  a  vote  of  15  to  8. 
.  .  .  But  what  a  difference  in  the  morning!  When  the 
Mayor  returned  from  the  political  meeting  .  .  .  there 
was  excited  hurrying  to  and  fro  and  consultations  with  Sir 
Adam  Beck  and  F.  A.  Gaby,  chief  engineer  of  the  Hydro 
Commission,  who  had  been  hastily  summoned.  Controller 
Foster  was  called  out  and  informed  what  the  Mayor  and 
Sir  Adam  thought  about  his  action.  The  council  was  then 
discussing  other  matters;  but  when  these  were  concluded 
everybody  was  surprised,  when  Controller  Nesbitt  rose  and 
introduced  the  By-law  that  had  been  left  over  for  two 
weeks.  One  by  one,  pre-agreement  members  of  the  council, 
with  the  exception  of  Aid.  Hunt,  led  by  Controller  Foster, 
turned  a  handspring,  following  a  speech  of  Sir  Adam  Beck, 
who  said  it  was  essential  that  the  By-law  be  passed  as  the 
agreement  would  be  placed  before  him  for  signature  in  the 
morning.    He  admitted  that  the  option  on  the  line  from 
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Toronto  to  Guelph,  which  will  cost  the  city  $3,000,000,  and 
on  which  there  is  an  annual  deficit  of  $100,000,  would  not 
expire  immediately,  but  notwithstanding  the  lack  of  new 
light,  the  members  of  the  council  flopped  and  reversed  their 
former  decision.  The  crack  of  the  whip  could  almost  be 
heard  throughout  the  chamber.  The  members  simply  bowed 
in  submission  because  Sir  Adam  told  them  they  should  d* 
so.  Thus  the  vote  of  15  to  8  to  leave  over  the  by-law  was 
changed  to  a  vote  of  14s  to  10  to  adopt  it.3 

In  the  course  of  the  debate,  Alderman  Burgess, 
who  opposed  the  reversal  of  the  decision,  "congrat- 
ulated Sir  Adam  on  the  strength  of  his  lash.  I 
don't  like  the  way  Sir  Adam  comes  on  the  floor 
and  bulldozes  the  members  of  this  council.  He  is 
losing  the  confidence  of  the  people  with  his  auto- 
cratic methods."4 


*  Daily  Star,  Toronto,  Norembcr  8,  1923 . 


XII 


THE  HYDRO-ELECTRIC  POWER  COMMISSION 
FIFTH  PHASE 

Political  Monopoly  of  Electric  Power  and  the 
Investigations  Into  Hydro  Affairs 

The  anxiety  of  successive  Governments  concern- 
ing the  Hydro  Commission  and  their  uneasy  feel- 
ing that  the  public  might  eventually  hold  them  re- 
sponsible for  the  enormous  expenditures  of  pub- 
lic money  for  which  the  Hydro  was  continually 
clamoring,  led  to  frequent  inquiries  into  the  ac- 
counts and  the  proceedings  of  the  Commission. 
These  inquiries  were  conducted  by  persons  chosen 
in  such  a  manner  that  their  Reports  would  be  likely 
to  reveal  the  Hydro  in  as  favorable  a  light  as  pos- 
sible. Yet  each  of  these  Reports  in  spite  of  the 
occurrence  of  a  few  complimentary  phrases  which 
were  afterwards  widely  circulated  was  of  such  a 
nature  as  to  increase  rather  than  dispel  the  anxiety. 
The  mere  fact  that  many  Commissions  of  Inquiry 
had  to  be  appointed  shows  conclusively  that  the 
anxiety  was  not  allayed.  The  Chairman  of  the 
Hydro  Commission  frequently  wailed  over  the  "per- 
secution" to  which  he  alleged  he  was  subjected. 
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This  phrase  appeared  to  secure  sympathy  for  him 
upon  Hydro  platforms  and  with  Hydro  constitu- 
encies, but  there  was  absolutely  nothing  in  it.  The 
Hydro  Commission  had  closed  the  Courts  of  Law 
against  all  complainants;  it  had  control  not  only 
of  the  Government  but  of  all  the  political  parties; 
it  had  bought  out  the  generating  companies ;  it  had 
acquired  an  almost  complete  legal  monopoly  of  the 
supply  of  hydraulic  power;  it  possessed  the  sup- 
port of  the  press.  From  what  quarter  could  "per- 
secution" come?  As  a  matter  of  fact,  there  could 
be  none.  What  was  wrong  was  that  the  Hydro 
methods  were  with  high  probability  so  unsound 
that  frequent  Commissions  of  Inquiry  were  neces- 
sary to  make  the  public  believe  that  they  were 
sound.  Had  there  been  nothing  wrong  with  the 
Hydro,  one  thoroughly  conducted  Commission 
would  have  been  sufficient. 

The  most  important  investigations  were  the 
Clarkson  investigation  into  the  Hydro  account's, 
the  Sutherland  Commission  especially  upon  the 
Hydro-Radial  project  and  the  Gregory  Commis- 
sion for  inquiry  into  Hydro  affairs  in  general.  The 
Sutherland  Commission  has  already  been  noticed. 
The  Clarkson  investigation  occupied  about  a  year 
and  then  the  Report  was  handed  to  the  Govern- 
ment. In  spite  of  repeated  public  demands  for 
the  publication  of  the  Report  of  Mr.  Clarkson,  or 
for  at  least  an  indication  of  the  purport  of  the  Re- 
port, the  Government  delayed.    Not  for  about  a 
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year  and  a  half  after  the  Report  was  handed  to 
the  Government  was  it  placed  in  the  hands  of  the 
public.  When  it  appeared,  there  was  nothing  on 
the  face  of  it  to  account  for  the  delay  in  publica- 
tion. There  was  some  criticism  of  the  Hydro  ac- 
counts, but  there  was  nothing  of  a  severely  con- 
demnatory character.  The  Hydro  accounts  seemed 
to  have  survived  expert  examination.  The  Report 
had  not,  however,  the  convincing  effect  that  it 
might  have  had  if  it  had  been  issued  to  the  public 
eighteen  months  earlier.  It  is  impossible  to  say 
through  what  process  the  Report  passed  while  it 
was  in  the  hands  of  the  Government.  There  may 
or  may  not  have  been  much  or  any  alteration  in 
the  terms  of  the  Report  in  the  interval,  but  the 
Government  had  itself  to  blame  if  uneasy  suspicion 
attached  to  the  Report  as  it  was  published.  In  a 
case  quoted  above,  the  Government  had  admitted 
that  its  own  Auditor  had  been  persuaded  to  modify 
his  criticism  of  Hydro  methods  in  a  report  made 
by  him  to  the  Government.  There  was  nothing  im- 
probable in  the  idea  that  the  same  procedure  might 
have  been  adopted  a  second  time.  The  original 
conclusions  of  the  Clarkson  Report  were  of  in- 
terest not  only  to  the  taxpayers  of  the  Province 
but  very  specially  to  the  municipalities  who  re- 
garded themselves  as  the  owners  of  the  Hydro. 
The  municipalities  were  also  under  the  terms  of 
the  Hydro  Acts  regarded  by  the  Legislature  as  re- 
sponsible to  the  Provincial  Treasury  for  the  sums 
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advanced  to  the  Hydro.  Exact  knowledge  of  Hydro 
finances  was  therefore  extremely  important  in  the 
interests  of  the  municipalities.  The  form  of  the 
Hydro  Accounts  as  published  did  not  give  that 
exact  knowledge;  hence  the  Clarkson  inquiry.  But 
the  Clarkson  inquiry  did  not  add  much  to  exact 
knowledge  and  the  municipalities  were  still  left 
in  the  dark. 

This  circumstance  led  afterwards  to  the  appoint- 
ment of  the  Gregory  Commission  in  which  not 
merely  the  matters  traversed  by  the  Clarkson  in- 
quiry but  all  other  matters  relating  to  the  Hydro 
were  expected  to  be  subjected  to  investigation. 
There  can  be  no  question  of  the  uprightness  and 
ability  of  the  Chairman  of  the  Commission,  Mr. 
W.  D.  Gregory,  and  the  other  members,  nor  can 
there  be  any  doubt  that  the  investigation  conducted 
by  them  was  painstaking  and  thorough. 

Yet  under  the  influence  of  the  Hydro-Electric 
Commission  the  Government  elected  to  involve  the 
Eeport  of  the  Gregory  Commission  in  the  same  sort 
of  mystery  which  seems  fated  to  surround  every- 
thing connected  with  the  proceedings  of  the  Hydro. 

The  Eeport  of  the  Gregory  Commission  has  never 
been  published.  Evidence  given  before  the  Com- 
mission was  reported  from  time  to  time  in  the  news- 
papers, but  the  conclusions  of  the  Report  have 
been  suppressed.  The  Canadian  public  has  been 
indebted  to  Mr.  Wyer  who  made  an  inquiry  on  be- 
half of  the  Smithsonian  Institution  for  such  knowl- 
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edge  of  the  terms  of  these  conclusions  as  it  pos- 
sesses.1 

The  excuse  of  the  Government  for  refraining 
from  publishing  the  Report  was  that  the  text  was 
too  voluminous.2  The  habitual  extravagance  of 
the  Hydro  is  not  offset  by  the  paltry  economy  in- 
volved in  refraining  from  publishing  a  document 
detailing  its  shortcomings  on  the  ground  that  the 
document  in  question  is  too  long.  The  Gregory  Re- 
port ought  certainly  to  be  published  in  extenso. 
Unpleasant  surmises  cannot  otherwise  be  pre- 
vented. It  is  difficult  to  say  whether  the  present 
Conservative  Government  has  more  to  fear  from 
public  disapprobation  in  concealing  the  facts  than 
in  exposing  them,  since  knowledge  of  these  facts 
is  withheld.  The  present  Government  inherited 
the  Hydro  from  its  predecessors;  and  the  Govern- 
ment, when  it  assumed  office,  was  not  responsible 
for  the  offences  either  of  its  predecessors  or  of  the 
Hydro  Commission,  but  every  day's  delay  in  mak- 
ing the  public  fully  aware  of  the  situation,  finan- 
cial and  otherwise,  of  the  affairs  of  the  Hydro  Com- 
mission, imposes  responsibility  upon  the  present 
Government. 

The  Hydro-Electric  Inquiry  Commission  was  ap- 

1  Wyer,  S.  S.,  "Salient  Findings  of  Royal  Commission  appointed 
to  Investigate  Governmentally  Owned  Hydro-Electric  Systems  in 
Ontario,  Canada,"  (Columbus,  Ohio,  1925). 

*  The  Gregory  Reports  including  Evidence  comprise  about  1200 
typewritten  pages;  but  the  "General  Report  which  contains  the 
findings  of  the  Commission  comprises  only  65,000  words.'*  Yet 
this  comparatively  brief  document  has  not  been  published. 
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pointed  on  13th  April,  1922.  Mr.  W.  D.  Gregory, 
K.  C,  was  appointed  Chairman  and  the  other  mem- 
bers were  Messrs.  M.  J.  Haney,  Lloyd  Harris,  J.  A. 
Eoss  and  R.  A.  Ross.  The  Reports  were  rendered 
to  the  Provincial  Government  at  intervals  dur- 
ing the  years  1923  and  1924.  These  documents  con- 
tain the  only  critical  and  authoritative  examina- 
tion of  the  affairs  of  the  Hydro-Electric  Power 
Commission. 

The  following  passages  from  the  main  and  sub- 


sidiary  Reports  are  fair  examples  of  the  conclu- 
sions of  the  Commission.8 

In  February,  1911,  the  Prime  Minister  (Sir  James 
Whitney)  introduced  a  bill  in  the  Legislature  to  take 
away  the  control  of  the  power  enterprises  initiated  by  the 
Commission  and  vest  it  in  the  Ontario  Railway  and  Munici- 
pal Board.  "There  is  some  doubt/'  said  the  Prime  Minis- 
ter, "as  to  whether  the  jurisdiction  over  the  Power  system 
should  rest  with  the  Hydro-Electric  Power  Commission  or 
should  be  under  the  control  of  the  Railway  and  Municipal 
Board. "  (Globe,  3rd  Feb.,  1911.)  Evidently  strong  pres- 
sure was  brought  to  bear  upon  the  Government  because 


3  The  passages  from  the  Reports  given  in  the  text  have  beem 
taken  from  an  official  copy  to  which  the  author  was  given  access. 
Many  extracts  from  these  Reports  were  published  by  Mr.  Samuel 
S.  Wyer  who  was  asked  by  the  Smithsonian  Institution  to  investi- 
gate the  Hydro.  His  Report  was  received  by  the  Hydro  Com- 
mission and  the  Hydro  press  with  great  hostility.  The  Extracts 
in  question  were  published  by  Mr.  Wyer  in  vindication  of  his  con- 
clusions. There  can  be  no  doubt  that  they  fully  confirm  Mr. 
Wyer's  statements.  See  Wyer,  Samuel  S.,  Niagara  Falls:  Its 
Power  Possibilities  and  Preservation,  Smithsonian  Institution, 
Washington,  D.  C,  1925,  and  Wyer,  S.  S.  Salient  Findings  of 
Royal  Commission  appointed  to  investigate  Governmentalbj 
9wned  Hydro-Electric  systems  in  Ontario,  Columbus,  Ohio,  Feb- 
ruary 11,  1925. 
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when  the  Bill  came  up  for  second  reading,  the  Prime 
Minister  asked  that  it  be  allowed  to  stand  on  the  Order 
Paper  indefinitely,  explaining  that,  "I  am  not  disposed  to 
press  the  Bill  in  its  present  form  .  .  e  because  whatever 
its  present  form  may  be  there  are  several  provisions  which 
experience  has  shown  the  necessity  of  being  added." 
(Globe,  3rd  Feb.,  1911.) 

In  October  of  the  same  year,  Sir  James  Whitney,  in 
making  the  announcement  of  the  date  of  the  Provincial 
Election,  issued  an  address  to  the  electors  in  which  he 
said:  "In  our  opinion  the  time  has  come  when,  having 
regard  to  the  conduct  of  public  business  under  our  system, 
the  Hydro-Electric  Power  Commission  should  be  discon- 
tinued and  a  new  Department  of  Power  created  which 
could  take  charge  of  this  great  work,  and  the  head  of 
which  should  be  a  Cabinet  Minister/*  Exactly  one  month 
after  the  election  and  its  return  to  power,  the  Government 
announced  that  the  proposal  to  create  a  Department  of 
Power  had  been  abandoned.  (Report  on  History  and 
General  Relations,  pp.  51  and  52.) 

The  plain  inferences  are  that  the  Hydro  Com- 
mission refused  to  be  controlled  by  the  Govern- 
ment and  that  its  political  power  was  sufficient  to 
maintain  its  position. 

The  powers  of  the  Commission  in  respect  of  the  regula- 
tion and  control  of  municipal  action  and  operation  have  .  .  . 
been  greatly  extended  by  various  amendments  to  the  Act  of 
1906,  and  it  may  safely  be  assumed  that  if  the  Commission 
should  be  removed  from  all  control  of,  or  connection  with 
the  Government,  the  same  regulation  and  control  of  muni- 
cipal action  and  operation  would  be  exercised  by  the  Com- 
mission, and  possibly  more  autocratically  than  at  present 
when  the  approval  of  the  Lieutenant-Governor  in  council 
is  required  for  some  dealings  between  the  Commission  and 
the  municipalities.    (Report  Cited,  pp.  53  and  54.) 
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The  inference  here  is  that  when  the  Hydro  Com- 
mission was  clamoring  for  freedom  from  "politics," 
it  was  really  demanding  a  free  hand  in  dealing  with 
the  municipalities.  The  municipal  enthusiasts  who 
joined  in  the  clamor  had  evidently  no  idea  of  the 
consequences  to  the  municipalities  of  a  completely 
autonomous  Commission. 

The  financial  relationship  between  the  Commission  and 
the  Province  has  changed  very  materially  since  1906. 
Under  the  Act  of  1906,  the  Lieutenant-Governor  in  council 
was  authorized  to  raise,  by  way  of  loan  on  the  credit  of  the 
Province,  the  funds  required  for  the  work  of  the  Commis- 
sion. These  funds  were  to  be  paid  over  to  the  Commission 
and  audited  and  accounted  for  in  the  same  manner  as  the 
public  accounts  of  the  Province.  Under  the  general  law, 
then  applicable,  appropriations  were  voted  annually  by 
the  Legislature  to  meet  the  estimated  requirements  of  the 
Commission  for  the  ensuing  year.  These  appropriations 
could  not  be  exceeded,  and  (they)  lapsed  if  not  paid  over 
during  the  period  for  which  they  were  made.  The  Com- 
mission was  required  to  pay  over  to  the  Provincial  Treasur- 
er all  monies  received  by  it  from  the  municipalities,  railway 
and  other  companies  under  the  Act.  It  was  thus  in  the  same 
position  as  the  Departments  of  the  Government. 

Under  the  present  Act  the  provision  as  to  the  Lieutenant- 
Governor  in  Council  raising  funds  and  paying  same  over  to 
the  Commission  remains  practically  the  same  as  under  the 
original  Act;  but  amendments  have  provided  for  the  pay- 
ment over  to  the  Commission  of  Appropriations  upon 
requisition  of  the  Chairman  of  the  Commission  in  such 
amounts  and  at  such  times  as  shall  be  stated  in  the  requisi- 
tion and  direction,  notwithstanding  anything  in  The  Audit 
Act  contained.  The  Commission  has  the  right  to  issue  its 
own  bonds  and  the  Lieutenant-Governor  in  council  is 
authorized  to  guarantee  them.  .  .  .    The  Government  has 
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power  to  borrow  or  guarantee  payment  for  the  Commission 
to  an  unlimited  extent.  In  guaranteeing  bonds  or  contract* 
of  the  Commission,  it  could  pledge  the  credit  of  the  Prov- 
ince  to  the  extent  of  $100,000,000,  or  indeed  any  sum, 
without  consulting  the  Legislature.  The  giving  of  such 
powers  to  the  Government,  is,  we  believe,  without  pre- 
cedent.   (Report  Cited,  p.  55.) 

This  is  one  of  the  gravest  conclusions  of  the 
Gregory  Report.  Not  only  has  the  Hydro  financial 
legislation  reduced  the  accounts  of  the  Govern- 
ment to  confusion,  but  it  has  imposed  a  risk  of  in- 
definite magnitude  upon  the  Province. 

The  Commission  does  not  now  pay  over  to  the  Provincial 
Treasurer  all  monies  received  by  it,  as  required  by  the  Act 
of  1906.  The  Commission  applies  its  income  to  operating 
expenses,  the  setting  up  of  reserves,  etc.,  and  only  the 
sums  received  by  the  Commission  on  sinking  fund  account 
are  required  to  be  invested  in  Provincial  securities  and 
delivered  to  the  Provincial  Treasurer.  (Report  Cited,  pp. 
55-56.) 

.  .  .  While  the  Legislature  has  widened  the  powers  and 
increased  the  authority  of  the  Commission,  the  Commission, 
as  we  have  pointed  out  in  the  Reports  already  made,  has 
frequently  gone  far  beyond  even  the  wider  powers  given  to 
it.  On  many  occasions  when  it  has  exceeded  its  legal 
powers,  it  has  gone  to  the  Government  or  Legislature  for 
authority  afterwards. 

A  compliant  Legislature  having  from  time  to  time  ratified 
and  confirmed  illegal  acts  of  the  Commission,  and  disap- 
proval by  the  Governments  of  the  day  of  these  and  other 
illegal  acts  having  been  seldom  expressed  when  brought  to 
their  notice  by  the  Auditors,  the  Commission  was  un- 
doubtedly encouraged  to  continue  to  disregard  the  law. 

The  spectacle  of  the  Commission,  or  rather  the  Chairman 
©f  the  Commission,  exceeding  legislative  appropriations  by 
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millions  of  dollars,  spending  for  one  purpose  millions  en- 
trusted to  the  Commission  for  other  purposes,  making 
agreements  clearly  beyond  the  powers  of  the  Commission, 
while  Auditors  protest  and  Governments  look  on,  has  its 
humorous  as  well  as  its  serious  side.  (Report  Cited,  pp. 
56-57.) 

The  political  machine  by  means  of  which  the 
demonstrations  referred  to  in  a  previous  chapter 
were  organized  was  known  first  as  the  "Western 
Ontario  Power  Organization"  and  afterwards  as 
the  "Western  Ontario  Municipal  Niagara  Power 
Union."  The  link  between  the  Commission  and  the 
municipalities  is  the  Ontario  Municipal  Electric 
Association. 

The  Commission  has  frequently  availed  itself  of  the 
help  of  the  Association  or  its  officials,  in  promoting  the 
objects  of  the  Commission.  Up  to  and  including  1921,  the 
Association  received  from  the  Commission  an  annual  grant 
which  appears  to  have  been  its  main  source  of  revenue,  and 
it  has  to  this  extent  been  subsidized  by  the  Commission. 
...  It  has  been  said,  with  much  justification,  that  at 
times  the  Association  has  been  the  instrument  of  the  Com- 
mission itself.  We  are  informed  that  since  the  fiscal  year 
1922,  the  grants  from  the  Commission  to  the  Association 
have  been  discontinued;  but  for  a  portion  of  the  time  at 
least,  since  then  (the  salary  of  the  Secretary  of  the  Asso- 
ciation) has  been  paid  to  him  directly  by  the  Commission. 
Mr.  G.  T.  Clarkson,  the  Auditor  of  the  Accounts  of  the  Com- 
mission, has  frequently  stated  in  his  reports  to  the  Govern- 
ment, that  the  authority  of  the  Commission  to  make  these 
grants  to  the  Association  was  open  to  question.  (Report 
Cited,  pp.  58-59.) 

After  stating  to  what  extent  the  Hydro  Commis- 
sion may  properly  advertise  its  business,  the  Re- 
port says: 
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But  the  Commission  enters  upon  highly*  debateable 
ground  when  it  goes  into  a  municipality  to  take  part  in  an 
election  being  held  to  decide  from  what  source  the  muni- 
cipality will  secure  its  power.  A  private  company  would 
be  likely  to  take  an  active  part  in  a  campaign  of  this  char- 
acter on  the  side  of  those  who  advocate  the  purchase  of 
power  from  it,  but  the  Commission  is  in  a  different  position 
from  a  private  company.  It  is  a  public  body  and  receives 
its  support  from  the  entire  community.  It  cannot  conduct 
a  campaign  with  those  who  advocate  entering  into  a  con- 
tract— with  it  without  antagonizing  those  who  do  not.  We 
have  already  pointed  out  the  course  it  took  at  Cornwall, 
where,  without  even  the  request  of  the  municipality,  it 
actively  entered  into  the  campaign  against  the  purchase  of 
power  by  the  municipality  from  a  private  company.  The 
supporters  of  the  purchase  proved  to  be  a  majority  of  the 
electors,  and  the  action  taken  by  the  Commission  aroused 
strong  local  feeling  against  it.  Not  only  did  the  Commis- 
sion take  part  in  the  campaign  at  Cornwall,  but  after  the 
election  there,  it  raised  the  price  of  power  which  it  had 
before  quoted  to  a  private  company  proposing  to  establish 
itself  in  the  Cornwall  district. 

In  our  report  on  the  Wasdells  System,  reference  is  made 
to  the  attempts  of  the  Commission  to  prevent  the  town  of 
Orillia,  which  successfully  operates  a  power  plant  of  its 
own,  from  securing  customers  in  surrounding  districts.  The 
action  of  the  Commission  in  this  case  also  aroused  strong 
local  feeling  against  it. 

The  expenses  which  the  Commission  incurred  in  the 
Cornwall  campaign  were  paid  out  of  grants  of  public 
monies  made  by  the  Province  to  it  for  making  preliminary 
surveys',  preparing  estimates  and  so  forth.  (Report  cited, 
pp.  59-60.) 

The  Chairman  of  the  Commission,  in  the  past,  has  fre- 
quently shown  impatience  at  the  suggestion  that  the  Gov- 
ernment should,  before  advancing  the  money  asked  for, 
look  into  the  merits  of  the  schemes  for  which  it  is  asked.  It 
seems  to  have  been  assumed  that  it  is  not  for  the  Govern- 
ment to  ask  why,  or  to  make  reply,  but  to  provide  the 
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funds.  Frequently  announcements  of  proposed  develop- 
ments have  been  made  without  having  first  been  submitted 
to  the  Government  for  approval.  The  newspaper  files  of 
years  gone  by  tell  many  an  interesting  story.  They  cer- 
tainly show  that  the  Chairman  is  an  expert  in  the  art  of 
creating  and  organizing  public  opinion.  The  procedure 
followed  before  applying  to  the  Government  for  money 
appears  often  to  have  been  much  as  follows:  before  or 
after  the  announcement  of  project  or  policy  is  made  by  the 
Chairman,  meetings  are  held,  resolutions  endorsing  the 
scheme  are  passed  and  deputations  arranged  for.  Soon 
the  Hydro  Press  (so-called)  is  heard  from  in  support  of 
the  proposed  undertaking.  When  the  matter  is  taken  up 
by  the  Government;  it  has  to  deal  with  a  project  which 
the  Commission  has  already  launched  and  for  which  a 
vigorous  propaganda  is  already  in  full  blast.  The  Govern- 
ment cannot  disapprove  of  the  project  without  running 
counter  to  a  large  body  of  opinion  that  has  been  created 
in  advance.  If  a  Government  once  disapprove  of  or  ques- 
tion the  project,  the  "Hydro  Press"  begins  to  roar  and 
the  Government  is  charged  with  "political  interference." 
As  a  rule  Governments  object  to  being  placed  in  such  a 
position.    (Report  cited,  pp.  76-77.) 

If  the  minutes  of  the  Commission  are  complete,  they 
show  that  announcements  of  the  policy  of  the  Commission, 
in  respect  of  future  developments,  have  been  made  from 
time  to  time  by  the  Chairman  without  the  subject  having 
first  been  dealt  with  by  the  Commission.  Sir  Adam  Beck 
has  undoubtedly  regarded  himself,  and  has  been  regarded 
by  others,  as  in  effect  the  Commission  itself.  His  forceful 
personality  has  played  a  large  part  for  years  in  settling — 
or  unsettling — the  relations  between  the  Commission  and 
the  Government.  He  has  a  large  and  devoted  following 
and  has  become  a  force  that  is  recognized  by  all  political 
parties.  His  arbitrariness,  his  lack  of  consideration — to 
state  it  mildly — of  others,  his  absolute  disregard  of  law 
or  anything  else  that  stands  in  his  way,  should  not  blind 
anyone  to  the  fact  that  he  has  rendered  great  and  invalu- 
able service  to  Ontario.    (Report  cited,  p.  78.) 
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In  authorizing  the  Commission  to  postpone  the  time  for 
beginning  to  make  contributions  to  the  sinking  fund  in 
respect  of  any  development  for  a  period  of  five  years  from 
the  date  of  completion  of  the  work,  the  Legislature  ap- 
parently intended  to  make  it  possible  to  help  out  those  sys- 
tems where  the  demand  for  power  at  first  did  not  equal 
the  supply.  The  Commission,  however,  has  given  the  ex- 
tension not  only  where  the  supply  exceeded  the  demand,  as 
in  the  case  of  Nipigon,  but  in  cases  where  the  demand  has 
from  the  beginning  equalled  or  exceeded  the  supply,  as  in 
the  case  of  Queenston-Chippawa.  In  the  latter  case  there 
would  appear  no  reason  why  the  payment  of  the  borrowed 
money  should  be  postponed.    (Report  cited,  p,  87.) 

The  extension  of  the  sinking  fund  period  on  the  Niagara 
System  entirely  upsets  the  fundamental  equality  supposed 
to  exist  among  the  Systems,  which  the  Hydro-Electric 
movement  contemplated.  The  capital  investment  in  the 
Greater  Niagara  System  represents  80%  of  the  capital 
investment  in  all  of  the  undertakings  of  the  Commission. 
The  power  supply  of  this  system  is  practically  four  times 
as  great  as  the  total  combined  loads  of  all  other  systems, 
and  the  average  cost  of  power  is  from  17%  to  63%  lower 
than  the  cost  of  other  systems,  with  the  exception  of  that 
of  the  Ottawa  and  Muskoka  systems.  If,  then,  the  Com- 
mission makes  an  exception  in  the  case  of  the  Niagara 
system  and  fails  to  distribute  "power  at  cost  on  an  equal 
basis  to  all,"  it  follows  that  the  popular  conception  applies 
only  to  a  relatively  small  proportion  of  the  works  of  the 
Commission  and  that  special  consideration  is  shown  to  the 
Niagara  system,  which  least  requires  it,  while  less  prosper- 
ous systems  are  made  to  adhere  strictly  to  the  terms  of  the 
Power  Commission  Act.    (Report  cited,  p.  88.) 

It  may  be  said,  we  think,  without  the  slightest  reflection 
upon  any  of  those  who  have  been  members  of  the  Commis- 
sion, that  for  years  past  there  has  been  no  one  upon  it 
who,  in  the  event  of  the  resignation  or  death  of  Sir  Adam 
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Beck,  would  have  been  qualified  by  training  op  experience 
to  take  the  Chairmanship.  Is  this  a  satisfactory  state  of 
affairs?  (Report  cited,  p.  92.) 

The  evidence  taken  by  the  Commission  of  Inquiry 
showed  that  there  has  been  widespread  dissatisfac- 
tion among  the  municipalities  Avith  the  conduct  of 
affairs  by  the  Hydro-Electric  Commission.  It  ap- 
pears that  in  the  same  manner  as  the  Hydro  Com- 
mission rode  roughshod  over  the  Legislature,  the 
Government  and  the  generating  Companies,  it  rode 
over  the  municipalities.  The  consequences  were 
accumulated  grievances  on  the  part  of  these  bodies. 
(Cf.  Report  cited,  pp.  93-94.) 

The  views  of  the  Commission  and  those  of  the 
Government  regarding  the  status  and  functions 
of  the  former  have  been  widely  divergent.  The  Gov- 
ernment regarded  the  Commission  as  an  adminis- 
trative department.  The  Commission  regarded  it- 
self as  autonomous.  In  practice  when  an  adminis- 
trative regulation — regarding  audit  or  finance,  e.  g. 
— was  applied  to  the  Hydro,  the  regulation  was 
immediately  suspended.  The  slogan  of  the  Hydro 
clacque  was  invariably  "Hands  off  the  Hydro." 
The  evidence  of  the  failure  of  the  Hydro  to  ad- 
here to  the  estimates  published  by  the  Commission 
and  to  implement  the  promises  made  in  its  name 
is  overwhelming.  Page  after  page  of  the  Reports 
of  the  Commission  of  Inquiry  is  filled  by  detailed 
examples. 
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Neither  the  Government  nor  the  public  were  at 
any  time  fully  informed  of  the  proceedings  of  the 
Hydro  for  which  the  Government  was  politically 
and  the  public  financially  responsible.  (Cf.  e.  g. 
Eeport  cited,  p.  97.) 

It  has  been  clearly  shown  that  the  Commission,  if  not  in 
form,  has  been  in  fact  a  thing  apart  from  the  Government. 
Its  engineers  are  responsible  to  it  alone.  It  has  had  its 
own  policies  and  its  own  plans.  .  .  . 

No  man  can,  with  justice  to  himself,  be  at  the  same  time 
both  advocate  and  engineer.  If  the  Commission,  instead  of 
being  financed  by  the  Province,  were  financed  by  a  private 
corporation,  and  estimates  of  a  proposed  development  were 
submitted  and  application  made  for  a  loan  thereon,  the 
corporation  would  not  accept  the  estimates  of  the  Commis- 
sion's engineers,  however  high  their  character  or  profes- 
sional attainments  might  be.  It  would  submit  the  estimate 
to  its  own  engineers  and  base  its  action  on  their  report. 
Can  the  Province  afford  to  take  less  precaution? 

With  one  exception,  every  estimate  for  a  proposed  de- 
velopment which  has  been  submitted  by  the  Commission 
to  the  Government  at  the  time  authority  has  been  sought  to 
begin  the  undertaking  and  which  has  been  investigated  by 
us,  has  been  exceeded — some  of  them  very  largely  ex- 
ceeded. It  is  surprising  what  a  large  proportion  of  the 
total  outlay  of  the  Commission  represents  an  outlay  not 
contemplated  by  the  Government  when  it  authorized  the 
developments.    (Report  cited,  pp.  97-98.) 

In  the  case  of  the  construction  of  the  Third  Pipe 
Line  in  connection  with  the  Ontario  Power  plant, 
the  Government  guaranteed  the  cost. 

The  estimate  of  the  cost  submitted  by  the  Commission 
was  $1,806,000,  the  actual  cost  was  $3,514,676.  (Report 
cited,  p.  99.) 
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Can  a  Government  afford  to  do  business  in  this  way? 
Can  it  afford  to  authorize  the  construction  of  great  develop- 
ment after  great  development  each  year  without  being 
fully  and  accurately  informed?  It  is  for  the  Government 
to  say.    (Report  cited,  p.  99.) 

Doubt  may  be  permitted  that  such  estimates 
were  really  those  of  the  engineers  of  the  Commis- 
sion, The  fact  of  the  great  divergence  of  estimate 
and  cost  suggests  that  the  estimates  were  those 
of  politicians  and  not  those  of  professional  engi- 
neers. 

The  General  Eeport  of  the  Inquiry  Commission* 
discusses  the  relations  of  the  Hydro  Commission 
and  the  Province,  shows  the  extent  to  which  the 
Province  has  been  financially  committed  by  the 
Commission,  frequently  without  previous  legisla- 
tive authority,  and  even  without  notification  until 
after  the  expenditure  was  incurred.  It  discusses 
also  the  relations  between  the  Hydro  Commission 
and  the  municipalities  and  shows  the  extent  to 
which  these  are  at  the  mercy  of  the  Commission 
which  enjoys  exceptional  powers  with  regard  to 
them.  It  also  shows  that  the  amount  of  money  in- 
vested by  the  Province  in  the  undertakings  and  the 
amounts  guaranteed  by  the  Province  greatly  ex- 
ceed those  which  the  municipalities  have  invested 
or  for  which  they  are  in  any  degree  responsible. 

The  general  position  which  appears  to  have  been  taken 
by  the  Commission,  and  many  of  its  supporters,  is  that  the 


4  This  General  Report  is  contained  in  two  volumes. 
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Treasury  of  the  Province  should  be  placed  at  the  disposal 

of  the  Commission,  and  that  the  Government  should  with- 
out question  provide  for  the  Commission  such  funds  as  it 
may  from  time  to  time  require,  to  be  administered  as  it  may 
see  fit,  for  those  municipalities  of  the  Province,  which 
have  entered  or  may  hereafter  enter  into  contracts  with  the 
Commission  for  the  supply  of  power.  If  this  view  were 
accepted  by  the  Government  and  the  Legislature,  the  credit 
of  the  Province  would  be  placed  largely  in  the  Commis- 
sion's hands.  The  attitude  of  the  Commission  does  not  tend 
towards  allaying  the  suspicions  or  removing  the  objections 
of  those  portions  of  the  Province  which  so  far  have  been 
unable  or  unwilling  to  share  in  any  benefits  of  public  owner- 
ship and  operation  of  a  great  public  utility,  for  the  financ- 
ing of  which,  they  as  part  of  the  Province,  are  responsible, 
nor  is  it  such  as  to  permit  harmonious  relations  between 
the  Government  and  the  Commission.  (Report  Cited,  VoL 
I,  p.  28.) 

Sinking  Funds 

In  the  administration  of  the  affairs  of  the  Commission, 
the  establishment  of  Sinking  Funds  for  the  repayment  of 
Provincial  advances  and  retirement  of  other  obligations 
assumed  by  the  Commission  and  the  Province  in  connection 
with  the  construction  and  acquisition  of  works,  is  of  prime 
importance.  The  subject  has  received  attention  in  our 
reports.  .  .  .  The  salient  features  are  here  summarized 
and  attention  drawn  to  existing  anomalies  arising  from  the 
interpretation  placed  upon  Statutory  Provisions.  The  Legis- 
lature evidently  had  sound  objects  when  making  provision 
in  the  Power  Commission  Act  for  the  accumulation  of  a 
fund  in  respect  of  each  of  the  undertakings  operated  by 
the  Commission  which,  in  a  defined  period,  would  be  equal 
to  the  total  capital  cost  of  the  undertaking.  In  the  first 
place,  the  Province  as  the  banker  supplying  the  moneys 
for  capital  expenditures,  in  addition  to  receiving  interest 
upon  its  advances,  was  to  be  repaid  these;  or  there  were  to 
be  deposited  with  the  Treasurer,  Provincial  securities  pur- 
chased  by  the  Commission  with  sums  paid  by  municipal 
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corporations  and  others,  these  securities  to  be  held  by  the 
Province  as  security  for  its  advances  made  and  obligations 
assumed.  In  the  second  place,  the  repayment  of  the  advances 
of  the  Province  and  release  of  obligations  assumed  by  it 
were  intended  to  divest  the  province  of  a  proprietary  inter- 
est in  the  works  and  properties  held  by  the  Commission,  and 
the  beneficial  ownership  thereof  was  to  revert  to  municipal 
corporations  in  proportion  to  the  amounts,  with  accumula- 
tions, paid  by  them  on  sinking  fund  account. 

Only  in  respect  of  advances  by  the  Province  for  the  cost 
of  works  serving  municipal  corporations  under  contract 
with  the  Commission,  do  the  Statutes  relating  to  the  supply 
for  electrical  power  or  energy,  make  definite  provision  as 
to  the  basis  upon  which  sinking  fund  payments  should  be 
made.  The  Power  Commission  Act,  however,  does  definite- 
ly provide  that  all  sums  received  by  the  Commission  from 
municipal  corporations  and  others  shall  be  invested  in 
Provincial  securities,  and  these  delivered  to  the  Treasurer 
of  the  Province.  Sinking  fund  accounts  have  been  opened 
by  the  Commission  in  respect  of  undertakings,  the  cost  of 
which  has  been  maintained  otherwise  than  by  employment 
of  advances  by  the  Province,  and  the  amounts  credited  to 
these  accounts  are  held  by  the  Commission  and  not  treated 
in  the  same  manner  as  are  the  payments  on  account  of 
Provincial  advances.  We  are  advised  that  this  position  of 
the  Commission  is  unjustifiable,  and  that  these  funds  should 
likewise  be  invested  in  Provincial  securities  and  delivered 
to  the  Provincial  Treasurer. 

In  respect  of  certain  undertakings  no  sinking  funds  have 
been  established  for  the  retirement  of  certain  assumed 
bonded  indebtedness  and  the  liability  of  the  Province  for 
this  indebtedness  will  continue  for  indefinite  renewal 
periods.  The  policy  of  the  Power  Commission  Act  un- 
doubtedly was  that  all  municipal  corporations  entering  into 
contracts  with  the  Commission  for  supplies  of  "power  at 
cost/'  would,  as  part  of  the  "cost"  of  power,  pay  annual 
sums  sufficient  to  form  in  thirty  years  a  sinking  fund  for 
repayment  of  the  advances  by  the  Province  in  respect  of 
the  cost  of  the  works.    The  same  basis  for  accumulation  of 
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sinking  funds  being  applicable  to  all,  municipal  corporations 
are  all  presumably  on  an  equal  footing  as  to  that  part  of  the 
cost  of  power  attributable  to  payments  account  of  sinking 
funds.    (Report  Cited,  Volume  I,  pp.  63-65.) 

The  Eeport  goes  on  to  say  that  amendments  to 
the  Power  Act  have  relieved  certain  municipal  cor- 
porations from  the  obligation  of  establishing  sink- 
ing funds  for  five  years.  While  this  was  done  by 
Statutory  authority,  the  Report  states  that  in  the 
opinion  of  the  Inquiry  Committee  the  application 
of  the  clause  deferring  the  operation  of  the  sinking 
fund  has  been  strained  by  the  Hydro  Commission 
in  applying  it  to  the  Queenston-Chippawa  power 
development. 

"This/'  the  authors  of  the  Eeport  say,  "in  our  opinion, 
goes  far  beyond  the  clear  intention  of  the  Legislature  as 
expressed  in  the  Act/'    (Report  Cited,  Volume  I,  p.  65.) 

i 

The  adoption  of  diverse  bases  for  the  establishment  and 
accumulation  of  sinking  funds  has  resulted  not  only  in 
causing  inequalities  and  discrimination  in  annual  power 
rates  payable  by  municipal  corporations,  but  it  has  also 
extended  the  time  originally  contemplated  within  which  the 
Province  will  be  repaid  its  advances  and  relieved  of  its 
obligations,  and  municipal  corporations  acquire  a  full 
proprietary  interest  or  ownership  of  the  works  constructed 
and  acquired  on  their  behalf.  The  extension  of  sinking 
fund  period  in  the  case  of  the  Queenston-Chippawa  Power 
Development  to  forty-five  years  and  the  procedure  adopted 
in  respect  of  sinking  funds  for  The  Ontario  Power  Com- 
pany and  the  Toronto  Power  Company,  has  a  very  material 
effect  upon  the  annual  cost  of  power  to  the  corporations  in 
the  Niagara  System.  With  the  Niagara  plants  con- 
trolled by  the  Commission  operating  at  full  capacity  and 
the  full  amount  of  power  generated  being  consumed,  the 
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total  amount  paid  annually  for  power  by  the  municipal 
corporations  of  the  Niagara  System  will  be,  it  has  been 
calculated  by  our  Accountants,  at  least  $800,000  less  than 
if  sinking  fund  payments  were  made  on  a  thirty-year  basis. 
Extensions  and  improvements  doubtless  will  be  made  to 
these  plants  and  the  time  when  the  municipalities  inter- 
ested may  expect  to  acquire  complete  ownership  is  receding 
into  the  dim  future.  In  the  meantime  the  municipal  cor- 
porations in  the  Niagara  System  are  not  only  benefitting  by 
their  favoured  location  in  proximity  to  the  greatest  water 
power  of  the  Province,  but  they  are  additionally  favoured 
by  discrimination  in  sinking  fund  rates. 

The  total  amount  at  the  credit  of  sinking  fund  accounts 
on  the  books  of  the  Commission  on  October  31st,  1922,  was 
$2,677,947.09;  cash  advances  and  guarantees  of  the 
Province  and  other  bonds  as  of  the  same  date  total  $150, 
946,112.59;  the  proportion  the  one  amount  bears  to  the 
other  represents  the  relative  interest  of  the  municipalities 
and  the  Province  in  the  ownership  of  works  controlled  and 
operated  by  the  Commission  under  the  provisions  of  the 
Power  Commission  Act  and  the  Ontario-Niagara  Develop- 
ment Acts.  The  belief  has  been  engendered  and  kept  alive  in 
many  minds  that  municipal  corporations  will  acquire  com- 
plete ownership  of  the  undertakings  of  the  Commission  in 
thirty  years  and  in  the  meantime  are  the  real  owners  sub- 
ject only  to  payment  of  certain  indebtedness  to  the  Province. 
There  is  no  foundation  for  such  a  belief,  but  it  is  refreshed 
from  time  to  time  by  utterances  of  enthusiasts.  .  .  . 
[Since]  of  the  total  capital  investment  in  all  the  power 
undertakings  of  the  Commission,  .  .  .  $134,000,00,  only 
$25,233,528,  or  about  19%,  is  being  provided  for  by  a  sink- 
ing fund  on  a  thirty-year  basis,  it  is  clear  that  the  statement 
just  quoted  is  untrue.    (Report  Cited,  Volume  I,  pp.  67-69.) 

After  consideration  of  the  reports  of  our  Consulting 
Engineer  upon  the  works  of  the  several  systems,  and  a  full 
investigation,  we  find  that,  while,  subject  to  the  approval 
of  the  Lieutenant-Governor  in  Council,  a  reduction  of  de- 
preciation rates  relating  to  some  of  the  works  of  the 
Commission  from  those  originally  prevailing  would  be 
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justifiable,  a  reduction  ranging  from  25%  to  55%  in  re- 
spect of  nearly  all  the  undertakings  of  the  Commission  was 
wrong  and  unsound.  The  prospective  reduction  of  the 
renewal  fund  apparently  paved  the  way  for  the  commenda- 
tion of  the  Commission  in  the  public  press.  The  following 
paragraph,  appearing  in  the  press  under  date  of  September 
14th,  1923,  is  an  example: 

"A  reduction  of  rates  which  affects  three  cities,  thirty-five 
towns,  seventy  villages  and  one  township,  was  formally 
announced  yesterday  afternoon  at  the  offices  of  the  Hydro- 
Electric  Commission/'    (Report  Cited,  Volume  I,  p.  74.) 

The  balances  in  the  reserve  for  contingencies,  although 
increased  in  1922,  are  still,  in  all  but  two  instances  below 
the  requirements  considered  adequate  by  our  Consulting 
Engineer.    (Report  Cited,  Volume  I,  p.  77.) 

The  Report  also  deals  with  the  friction  which 
has  arisen  between  the  Hydro  Commission  and  the 
municipalities  in  consequence  of  alleged  discrimi- 
nation as  regards  rates,  (cf.  Report  Cited,  Vol.  I, 
p.  90  et  seq. ) 

Although  the  Report  discusses  the  question  of  a 
flat  rate  throughout  the  Province,  it  forbears  to 
make  any  recommendation  on  the  subject,  (cf  Re- 
port loc.  cit. ) 

The  Commission  has  stated  to  us  that  one  of  the 
main  reasons  leading  to  the  error  made  in  assumed  power 
loads,  was  on  account  of  the  municipalities  being  over- 
optimistic  as  to  the  amount  of  power  they  could  consume. 
This  in  no  way  relieves  the  Commission  of  responsibility  in 
the  matter,  for  the  majority  of  municipalities  throughout 
Ontario  know  little  of  such  matters,  and  place  entire  re- 
liance upon  the  guidance  and  judgment  of  the  Commissioner 
and  his  officials.  We  believe  that  it  is  the  duty  of  the  Com- 
mission to  see  that  its  estimates  to  the  municipalities  are 
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based  upon  loads  that  may  be  definitely  expected  to  obtain 
when  the  service  is  installed,  and  in  actual  operation.  It  is 
little  or  no  comfort  to  a  municipality  to  be  told  by  the 
Commission,  as  many  municipalities  in  Ontario  hare  been 
told,  that,  if  their  load  were  three  times  as  great  as  it 
actually  is,  the  cost  of  power  to  them  would  not  be  greater 
than  the  estimated  rate.  It  is  the  duty  of  the  Commission 
to  see  that  all  municipalities  are  dealt  with  frankly  and 
supplied  with  actual  facts,  and  not  with  information  based 
upon  hypothetical  conditions.  (Report  Cited,  Vol.  I,  pp. 
111-112.) 

The  General  Report  also  deals  with  the  relations 
of  the  Hydro  Commission  with  its  employees. 

In  his  evidence  before  the  Commission,  Mr. 
Gunn,  Secretary  of  the  Electrical  Trades  Union> 
said: 

I  have  not  the  slightest  doubt  that  Hydro  is  willing  and 
anxious  to  save  life  as  much  as  possible,  but  it  does  seem 
to  us  a  sort  of  anomaly  that  the  power  to  make  safety  regu- 
lations for  the  workers  exists  in  the  hands  of  the  Hydro, 
who  are  practically  the  greatest  employers  of  electrical 
employees  in  the  Province  of  Ontario.  (Report  Cited, 
Volume  II,  p.  158.) 

The  Report  says  that  while  as  a  matter  of  principle,  the 
making  of  regulations  for  employees'  safety  might  better 
be  in  the  hands  of  an  independent  body,  there  is  no  con- 
stituted body  in  the  Province  at  present  more  competent  to 
make  such  regulations  than  the  Commission.  (Report  Cited, 
Vol.  II,  p.  159.) 

The  problem  of  inspection  of  governmental  en- 
terprises has  been  dealt  with  in  a  previous  chapter. 
The  impossibility  of  devising  adequate  inspection 
of  such  enterprises  is  inherent  in  the  operation  of 
them  by  government,  and  is  one  of  the  most  cogent 
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reasons  for  restricting  the  function  of  government 
to  inspection — for  the  exercise  of  which  govern- 
ment alone  can  be  safely  and  adequately  endowed 
with  power.  The  functions  of  enterprise  and  in- 
spection cannot  be  efficiently  performed  by  a  single 
authority. 

In  respect  to  the  question  of  taxation  of  the 
property,  etc.,  of  the  Hydro  Commission,  the  Re- 
port points  out  that  under  the  Hydro  Acts  a  com- 
paratively small  portion  of  the  property  of  the 
Commission  is  liable  to  taxation. 

The  exemption  from  taxation  given  under  the  Assessment 
Act  results  in  lowering  the  cost  of  power  to  the  consumers, 
but  the  gain  to  the  consumers  is  equalled  by  the  loss  to  the 
taxpayers  of  the  municipalities  in  which  the  developments 
are  located.  Just  why  the  taxpayers  of  Niagara  Falls  and 
the  Township  of  Stamford  should  pay  higher  taxes  in  order 
that  the  municipalities  of  the  Niagara  System  should  get 
cheaper  power  is  a  question  that  does  not  seem  to  have 
been  answered  to  the  satisfaction  of  the  taxpayers.  .  ♦  .  If 
the  Provincial  Commission  and  the  municipal  Commissions 
were  required  to  pay  taxes  on  the  same  basis  as  private 
companies  and  individuals,  the  amount  required  would  not 
appreciably  raise  the  rates  paid  by  the  average  consumer 
for  electric  service,  but  would  prevent  the  criticism  to 
which  we  have  just  referred.  (Eeport  Cited,  Volume  II, 
p.  162.) 

The  question  of  the  Eadial  Railways  referred  to 
briefly  in  a  foregoing  chapter  is  treated  at  great 
length  by  the  Inquiry  Commission  in  four  separate 
Reports  as  well  as  in  the  General  Report.  The 
four  Reports  are: 
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Guelph  Radial  Railway. 

Sandwich,  Windsor  and  Amherstburg  Railway 
and  Windsor  and  Tecumseh  Electric  Railway. 

Hydro-Electric  Radial  Railways. 

Toronto-Port  Credit  Railway  and  Port  Credit- 
St.  Catharines  Railway. 

In  the  last-mentioned  report,  namely  that  dealing  with 
the  Toronto-Port  Credit  and  the  Port  Credit-St.  Catharines 
Railways,  we  point  out  that  this  is  an  instance  in  which 
the  Commission  greatly  overstepped  its  authority  with  the 
result  that  unauthorized  expenditures  were  made,  aggregat- 
ing over  a  million  dollars.  The  moneys  used  for  buying 
right-of-way  and  for  other  purposes  were  taken  from  funds 
held  by  the  Commission  in  respect  of  power  undertakings 
and  it  had  no  right  to  divert  them. 

This  is  the  outstanding  case  of  breach  of  trust  on  the 
part  of  the  Commission.  (Report  Cited,  Volume  II,  p. 
165.) 

There  also  enters  into  the  matter  the  question  of  muni- 
cipal liability  for  money  expended  on  the  radials.  The 
municipalities  strongly  dispute  any  liability  on  their  part 
and  will  undoubtedly  oppose  any  attempt  to  make  them 
pay. 

One  view  of  the  matter  is  expressed  in  the  last  para- 
graph of  our  report  on  Hydro-Electric  Railways.  We 
found  that  as  matters  stood,  the  accounts  of  the  Commis- 
sion were  short  over  $1,100,000.  We  understood  that  as 
of  October  31st,  1923,  the  Province  reimbursed  the  Com- 
mission for  its  expenditure  in  connection  with  the  Suther- 
land Commission,  amounting  to  about  $336,000  with  accrued 
interest  thereon  to  October  31st,  1923.  If  this  was  done, 
the  Commission's  accounts  are  still  short  about  $780,000. 
...  If  it  should  be  found  that  the  amount  taken  cannot 
wholly  be  recovered,  and  if  the  Legislature  does  not  see  fit 
to  make  up  the  loss,  the  impairment  will  have  to  be  borne 
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by  Hydro  municipalities  whose  funds  have  been  diverted. 
Action  should  be  taken  as  promptly  as  circumstances  permit, 
for,  as  Mr.  Clarkson  (the  Auditor),  says  "it  is  a  very 
serious  matter."    (Report  Cited,  Volume  II,  pp.  165-166.) 

So  far  as  is  known,  no  action  has  been  taken  in 
regard  to  this  deficiency. 

At  the  time  of  our  investigation,  the  Sandwich,  Windsor 
and  Amherstburg  Railway  and  the  Windsor  and  Tecumseh 
Railway,  the  Guelph  Radial  Railway  and  the  Peterborough 
Street  Railway  were  all#  losing  money.  (Report  Cited, 
Volume  II,  p.  166.) 

The  loss  for  the  year  ending  October  31st,  1922  (on  the 
Peterborough  Street  Railway)  was  $34,218.20.  We  under- 
stand that  in  the  following  year  the  deficit  was  less.  It 
seems  most  unlikely  that  the  railway  will  pay  or  that  the 
municipality  will  take  it  off  the  Government's  hands.  (Re- 
port Cited,  Volume  II,  p.  167.) 

The  Toronto-Port  Credit  Railway  and  the  Port  Credit- 
St.  Catharines  Railway  have  been  fully  dealt  with  by  us  in 
a  separate  report.  .  .  .  The  Commission  will  indeed  be 
fortunate  if  it  succeeds  in  realizing  enough  from  the  assets 
in  its  hands  in  respect  of  these  roads  to  pay  the  trust  funds 
which  it  wrongfully  diverted  for  them. 

In  our  opinion,  the  Commission  made  a  great  mistake  in 
entering  into  the  radial  railway  field.  It  had  quite  enough 
on  its  hands  and  on  the  hands  of  its  staff  in  connection 
with  the  generation,  purchase,  sale  and  distribution  of 
electric  power,  to  occupy  its  whole  time,  and  its  whole 
energies.  The  radial  roads  have,  generally  speaking,  been, 
a  millstone  around  the  Commission's  neck.  The  quicker 
that  it  is  freed  from  all  connection  with  them,  the  better  it 
will  be  for  the  Commission  and  for  the  Province.  The 
course  of  the  Commission  in  respect  of  the  Toronto-Port 
Credit  and  the  Port  Credit-St.  Catharines  Hydro  Radials 
has  not  only  discredited  it  but  has  deeply  injured  the  cause 
of  public  ownership  as  well.  (Report  Cited,  Volume  II, 
p.  167.) 
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Under  the  Act  of  1920,  amending  the  Power  Acts, 
the  Commission  is  enabled 

to  act  as  distributor  of  power  directly  to  individual  con- 
sumers in  rural  power  districts  and  it  is  given  the  ex- 
traordinary power  of  imposing  as  a  tax,  to  be  "collected  in 
the  same  manner  as  other  taxes,"  accounts  for  power 
supplied  which  are  in  arrears.  (Report  Cited,  Volume  II, 
p.  177.) 

The  Eeport  makes  no  other  comment  on  this  pro- 
vision. Since  taxes  form  a  prior  lien  on  property, 
it  is  evident  that  the  Hydro  Commission  has  an 
advantage  over  other  creditors  and  that  this  ad- 
vantage imposes  a  limit  upon  the  amount  of  credit 
which  an  individual  user  can  obtain  in  general. 
The  Ontario  Legislature  in  this  instance  has  fol- 
lowed the  reprehensible  practice  of  the  Western 
Canadian  Legislatures  in  constituting  prior  liens 
so  numerous  that  the  general  credit  of  the  farmer 
in  the  West  was  seriously  impaired. 

The  Commission  has  now  the  right  to  supervise  all  elec- 
trical work  in  Ontario  whether  installed  by  the  Commission 
itself,  the  municipal  Commissions  or  private  companies  or 
individuals.  Though  fees  are  charged  for  inspections,  the 
revenue  since  the  inception  of  the  Department  until  October 
31st,  1922,  has  been  less  than  the  expenditures  by  the 
Commission,  by  $258,585.53,  which  has  been  charged  to 
the  Province.  Several  complaints  have  been  made  to  us 
by  manufacturers  of  appliances,  electrical  contractors  and 
others,  that  the  Commission  should  not  administer  the  work 
of  electrical  inspection.  It  is  claimed  that  it  gives  the 
Commission  an  unfair  advantage  over  those  who  are  operat- 
ing privately  and  it  is  contended  that,  in  some  cases,  dis- 
crimination has  occurred,  favouring  the  work  done  by  the 
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Commission's  employees  or  those  working  for  the  municipal 

commissions. 

On  the  whole,  however,  we  believe  that  the  work  of  this 
Department  has  been  carried  on  in  a  business-like  and 
efficient  manner,  and,  while  the  principle  of  the  Commission 
doing  this  work  may  be  open  to  some  question,  we  know 
of  no  better  method  by  which  this  important  work  can 
be  accomplished.  While,  as  we  have  stated,  some  have 
complained,  others  who  are  competitors  have  expressed 
their  approval  of  the  present  system.  (Report  Cited, 
Volume  II,  p.  190.) 

The  names  of  the  Commissioners  who  received  remunera- 
tion, the  amounts  paid  to  each,  and  the  source  of  funds 
therefor,  from  the  commencement  of  the  Commission  to 
October  31st,  1922,  are  as  follows: 

Ontario 
Power 

Commission   Company  Province  Together 

Sir  Adam  Beck       $50,000.00   $31,500.00  $66,000.00  $147,500.00 
(1911-1922) 

W.  K.  McNaught       17,333.00   17,333.00 

(1914-1919) 

Hon.  I.  B.  Lucas       27,000.00      3,083.34    30,083.34 

(1914-1921) 

Hon.  D.  Carmichael    12,000.00      5,583.34  17,583.34 
(1919-1922) 

F.  R.  Miller  4,333.33      2,166.66    6,499.99 

(1921-1922) 

TOTAL        $110,666.33   $42,333.34  $66,000.00  $218,999.67 
(Report  Cited,  Volume  II,  p.  193.) 

Shortly  after  the  Commission  purchased  the  Ontario 
Power  Company,  the  members  of  the  Commission  and  cer- 
tain of  its  executive  staff  became  Directors  of  the  Company. 
As  Directors  of  the  Company,  they  voted  themselves  addi- 
tional salaries,  at  two  Directors'  Meetings  held  in  June, 
1918,  and  June,  1920.    (Report  Cited,  Volume  II,  p.  194.) 

We  are  of  opinion  that  the  Commission  and  its  staff  do 
not  received  remuneration  in  excess  of  that  demanded  by 
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their  duties.  As  a  matter  of  fact,  we  believe  that  if  the 
Chairman  of  the  Commission  were  the  President  of  a 
private  corporation  of  a  similar  size,  he  would  receive 
greater  salary  than  he  now  does.  The  same  remark  would 
also  apply  to  the  other  two  Commissioners,  and  to  the  prin- 
cipal executive  heads.  The  salaries  paid  to  the  general 
staff  are,  perhaps,  a  little  higher  than  those  paid  elsewhere, 
but  on  the  whole  are  quite  in  keeping  with  the  nature  of  the 
duties  required  of  them.  In  considering  the  matter  of 
remuneration,  however,  we  have  found  it  necessary  to  com- 
ment adversely  in  our  report  on  the  Ontario  Power  Com- 
pany, on  the  manner  in  which  the  members  of  the  Commis- 
sion increased  their  own  salaries,  and  the  salaries  of  the 
principal  executives  of  the  Commission,  by  virtue  of  the 
position  held  as  Directors.  ...  A  review  of  the  whole 
circumstances  confirms  our  belief  that  the  action  of  tha 
Commission  in  this  respect  was  improper  and  in  clear  viola- 
tion of  the  spirit,  if  not  the  letter,  of  the  Power  Commis- 
sion Act.  The  services  rendered  by  members  of  the  Com- 
mission as  officers  of  the  Ontario  Power  Company  were 
largely  nominal.  .  .  .  When  increases  were  thought  to 
be  proper,  the  matter  should  have  been  brought  before  the 
Government  and,  if  approved,  it  should  then  have  submitted 
a  proposal  to  the  Legislature.  (Report  Cited,  Volume  II, 
pp.  195-196.) 

Our  inquiries  have  impressed  upon  us  the  fact  that  there 
has  been  a  great  lack  of  co-operation  between  the  Govern- 
ment and  the  Commission.  We  have  already  in  this,  and 
in  other  reports  submitted,  shown  the  attitude  which  the 
Commission  has  assumed  in  its  general  dealings  with  the 
Government.  At  this  place,  we  desire  to  point  out  that  the 
Government  has  not  had  the  knowledge  it  should  have  had 
of  what  the  Commission  has  been  doing  or  trying  to  do,  and 
it  has  had  no  means  by  which  it  could  independently  inform 
itself  of  the  detailed  operations  of  the  Commission.  We 
believe  it  to  be  of  prime  importance  that  the  Government 
of  the  day  be  kept  constantly  and  fully  in  touch  with  mat- 
ters relating  to  the  operations  of  the  Commission.  In  our 
Report  on  History  and  General  Relations,  we  have  dealt  in 
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some  detail  with  the  suggestion  made  by  Mr.  Clarkson,  of 
the  appointment  of  an  officer  whose  duty  it  would  be  to  keep 
the  Government  in  close  touch  with  the  Commission's  opera- 
tions.   (Report  Cited,  Volume  II,  p.  199.) 

The  appointment  of  the  Auditor  is  in  the  hands  of  the 
Government  but  his  remuneration  is  fixed  by  the  Commis- 
sion, subject  to  confirmation  by  Order-in-Council.  Mr. 
Clarkson's  high  personal  and  professional  standing  is  un- 
questioned and  the  members  of  the  Commission  hold  him  in 
high  regard,  but  we  believe  it  to  be  wrong  to  place  the 
fixing  of  his  remuneration  (subject  to  the  approval  men- 
tioned)8 in  the  hands  of  the  body  whose  accounts  he  is 
required  to  audit.  We  believe  the  appointment  and  the 
remuneration  of  the  Auditor  of  the  Commission's  accounts 
should  be  left  entirely  in  the  hands  of  the  Government. 
(Report  Cited,  Volume  II,  pp.  200-201.) 

It  was  not  until  the  Spring  of  1920,  some  three  years 
after  construction  work  had  been  commenced,  that  the  Com- 
mission decided  to  call  in  a  consulting  engineer  to  advise 
on  the  matter  of  costs.  The  report  of  this  consulting 
engineer  did  not  suit  the  Commission  and  was  discredited 
by  it,  and  the  Government  made  no  use  of  it.  The  Com- 
mission then  called  in  the  joint  services  of  a  consulting 
engineer  and  a  contractor.  Their  report  showed  that  the 
work  would  cost  almost  twice  as  much  as  the  official  esti- 
mates in  use  by  the  Commission  up  to  the  end  of  1919.  .  .  .t 
Had  the  Commission  or  the  Government  called  in  consul- 
tants at  an  earlier  date,  the  Commission  and  the  Govern- 
ment would  have  had  information  that  the  work  would  have 
cost  much  more  than  the  estimates  provided.  (Report  Cited, 
Volume  II,  p.  201.) 

It  [the  Government]  cannot  afford  to  rely  solely  upon  the 
estimates  of  men  who  are  both  advocates  and  engineers  and 
no  engineer  should  be  asked  to  put  himself  in  such  a  posi- 
tion.   (Report  Cited,  Volume  II,  p.  202.) 

'The  Clause  in  the  Power  Commission  Act  providing  for  the 
approval  of  the  Lieutenant-Governor  in  Council  had  been  quoted 
previously. 
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During  the  course  of  our  investigation  of  undertakings 
of  the  Commission  it  became  apparent  that,  in  the  interpre- 
tation of  various  sections  of  the  statutes  relating  to  its 
work  and  undertakings,  there  have  been  differences  of 
opinion.  Conflicts  and  confusion  appear  to  have  arisen  as 
to  the  rights  and  liabilities  of  the  several  parties  inter- 
ested in  the  acquisition,  construction,  operation  and  ad- 
ministration of  the  undertakings  of  the  Commission.  We 
are  advised  that  in  a  large  measure,  this  has  been  oc- 
casioned by  amendments  to  certain  provisions  of  the 
statutes  without  due  regard  to  the  effect  of  these  changes 
upon  other  provisions  or  to  the  fact  that  inconsistencies  in 
these  statutes  have  hereby  been  created.  (Report  Cited, 
Volume  II,  pp.  205-6.) 

The  hurried  manner  in  which  all  the  Hydro  legis- 
lature has  been  introduced  into  the  Provincial 
Legislature  has  resulted  inevitably  in  the  confu- 
sion observed  in  the  Keport.  The  hurry  and  the 
confusion  are  both  due  to  the  inexperience  and  to 
the  lack  of  professional  and  technical  knowledge 
on  the  part  of  the  promoters  of  the  Hydro,  and  to 
the  weakness  of  successive  Governments  in  permit- 
ting themselves  to  endorse  legislation  of  an  incon- 
sistent and  confusing  character.  The  General  Re- 
port of  the  Commission  recommends  very  properly 
consolidation  of  the  various  Acts.  (Cf.  Report 
Cited,  p.  204.) 

Statements  have  been  spread  abroad  to  the  effect  that 
municipal  corporations  will  acquire  complete  ownership  of 
the  undertakings  of  the  Commission  in  thirty  years,  and  in 
the  meantime  are  the  real  owners,  subject  only  to  the  pay- 
ment of  certain  indebtedness  to  the  Province.  As  previous- 
ly stated  in  this  Report,  as  recently  as  December  12th, 
1923,  a  newspaper  report  quotes  Sir  Adam  Beck  as  saying: 
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"Under  the  present  system,  we  have  provided  for  the  re- 
tirement of  the  debt  on  capital  investment  at  the  end  of 
thirty  years."  We  have  shown  previously  in  this  Report, 
under  the  subject  of  "Sinking  Funds"  how  misleading  this 
statement  is.  Having  regard  to  the  fact  that  about  70% 
of  the  total  capital  investment  of  the  Commission  in  power 
undertakings,  or  over  $112,000,000.00,  is  in  the  Niagara 
Development  plants  and  certain  subsidiary  transmission 
lines  alone,  and  that  of  this  investment  less  than  4%  is 
being,  or  is  to  be,  according  to  figures  submitted  to  us  by 
the  Commission,  provided  for  by  a  sinking  fund  on  a  thirty- 
year  basis,  it  is  clear  that  the  statement  just  quoted  has  no 
foundation  in  fact. 

In  recent  announcements,  and  quoting  official  figures  given 
by  the  Chairman  of  the  Commission,  it  was  stated  that  the 
operation  of  the  Queenston-Chippawa  Power  Development 
plant  showed  a  surplus  for  the  first  year's  operation,  of 
$382,601.24.  It  was  stated  that  the  total  revenue  from  the 
sale  of  power  for  the  first  year's  operation  was — $4,164,- 
719.00,  from  which  figures  the  so-called  surplus  is  derived. 
It  is  intimated  that  the  surplus  would  be  made  applicable  to 
depreciation  or  renewal  or  contingency  account.  As  a  matter 
of  fact,  these  items  must  be  provided  for,  and,  if  they  are 
provided  for  on  an  adequate  basis,  a  larger  sum  will  be  re- 
quired than  is  apparently  available.  Further,  no  provision 
has  been  made  by  the  Commission  in  respect  of  sinking  fund, 
the  collection  of  which  it  has  deferred.  It  is,  of  course, 
known  that  the  Statutes  provide  that  the  developments  of 
the  Commission  must  be  operated  on  a  cost  basis,  and  there- 
fore there  can  be  no  "surplus"  or  "profit."  Notwithstanding 
all  of  these  things,  a  "surplus"  of  $382,601.24  is  an- 
nounced. When  submitting  the  estimates  for  the  Queenston- 
Chippawa  development  to  the  Government,  the  Chairman 
announced  that  300,000  H.P.  could  be  produced  at  an 
annual  cost  of  $6.00  per  H.P.,  which  sum  would  include 
all  interest,  sinking  fund,  renewal  charges,  and  so  forth. 
Instead  of  the  cost  of  power  from  the  Queenston-Chippawa 
development  being  fixed  on  a  cost  basis,  a  temporary  and 
arbitrary  rate  of  $20.00  per  H.P.  has  been  fixed  by  the 
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Commission,  which  does  not  seem  low  even  after  making 
due  allowance  for  the  increase  in  construction  costs  that 
occurred  while  the  development  was  being  built  and  since 
the  original  estimate  was  made.  The  Commission,  when 
deciding  on  the  rate  to  be  charged,  had  just  as  much  right 
to  make  the  price  $15.00  or  $25.00  or  $30.00  per  H.P.  as 
it  had  to  make  it  $20.00  per  H.P.  If  it  had  selected  a 
price  per  H.P.  of  $25.00  instead  of  $20.00,  the  surplus 
would  have  been  much  larger.  Surely  such  statements  as 
these  are  misleading.  (Report  Cited,  Volume  II,  pp. 
208-210.) 

In  our  Report  on  "Examination  of  Auditor's  Reports 
for  Period  1916  to  1921  Inclusive"  we  called  attention  to 
a  statement  made  by  the  Chairman  (Sir  Adam  Beck)  before 
the  Committee  on  Water  Power  of  the  House  of  Representa- 
tives, Washington.  In  describing  the  operations  of  the 
Commission,  he  said:  "I  may  say  our  accounts  are  subject 
to  audit  by  an  independent  firm  of  auditors,  the  firm  of 
Clarkson  and  Company  of  the  City  of  Toronto,  who  stand 
very  high  in  the  estimation  of  the  financial  institutions  of 
the  city  and  the  country.  They  audit  our  accounts ;  in  fact, 
they  pre-audit.  There  is  a  running  audit,  so  that  everything 
is  checked  up  fully  and  thoroughly,  giving  an  assurance  that 
our  affairs  are  administered  in  a  proper  way  not  only  to 
the  Commissioners  themselves  but  also  to  the  Treasurer 
of  the  Province,  and  the  various  municipalities,  who  re- 
ceive the  annual  statement."  The  Chairman  made  a  similar 
statement  when  referring  to  certain  expenditures  concern- 
ing which  he  was  giving  evidence  before  us. 

Questioned  by  us  on  this  subject,  Mr.  Clarkson  said: 
"We  did  not  pre-audit.  .  .  .    We  audited  after  the  event. 

►  .  We  were  not  pre-auditors,  neither  have  we  any 
power  or  control  to  say  to  the  Commission — 'You  shall,  or 
you  shall  not  do  this — to  prevent  the  payment/  " 

Mr.  Clarkson  further  said  that  the  first  report  on  the 
Cmmission's  accounts  which  he  prepared,  was :  u .  .  .  noth- 
ing but  a  series  of  criticisms  of  the  Commission  for  over- 
stepping authority  in  one  direction  or  another."  (Report 
Cited,  Volume  II,  pp.  210-212.) 
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Some  of  thh  Conclusions  Arrived  At 

It  is  impossible  for  us  fully  to  summarize  our  conclusion! 
in  respect  of  all  of  the  subjects  submitted  to  us  for  in- 
vestigation, even  within  the  scope  of  this  report.  There  is 
much  material  very  pertinent  to  them  that  can  be  found 
only  within  the  reports  that  we  have  already  submitted  to 
Your  Honour,  and  to  which  we  refer  you,  but  in  closing  we 
shall  summarize  or  repeat  a  few  of  the  main  conclusions  at 
which  we  have  arrived. 

The  principle  of  Public  Ownership  of  the  Water  Power 
of  the  Province  and  its  development  by  the  people  for  the 
people  is,  in  our  opinion,  fundamentally  sound  and  should 
be  maintained  at  all  hazards  in  its  full  interpretation.  The 
Engineering  Department  of  the  Commission  is  made  up  of 
men  of  high  professional  qualifications  as  engineers,  and 
as  such  they  are  serving  the  Commission  zealously  and 
efficiently.  The  generation  plants  of  the  Commission  are 
especially  well-operated  by  them.  When  inspecting  these 
plants,  we  have  been  much  impressed  with  the  outstanding 
character  and  ability  of  the  Engineers  in  charge.  The 
methods  of  accounting  adopted  by  the  Commission  we  be- 
lieve to  be  adequate  and  proper  both  in  respect  to  the 
manner  in  which  the  duties  are  apportioned  and  as  regards 
the  records  kept.  Certain  improvements  in  the  system  now 
followed  have  been  suggested  by  us.  That  the  organization 
administered  by  the  Commission  is  financially  sound  there 
is  not  the  slightest  doubt.  The  Commission  has  to  a  large 
degree  a  monopoly  of  something  everyone  wants.  Any 
organization  that  has  such  a  monopoly  should  have  no  diffi- 
culty in  paying  its  way  provided  its  method  of  administra- 
tion is  sound.  To  some  of  the  practices  of  the  Commission 
we  take  strong  exception  in  our  reports,  and  to  these  reports 
we  refer  Your  Honour. 

The  things  to  which  we  have  taken  exception  are  nearly 
all  matters  of  administration.  But  methods  of  administra- 
tion can  be  reformed,  and  wrong  methods  can  be  righted. 
We  mention  now,  some  of  the  things  which,  in  our  opinion, 
have  been  wrong. 

(a)    There  has  been  too  great  a  tendency  on  the  part  of 
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the  Commission  to  defer  the  time  for  refunding  its  obliga- 
tions. There  appears  to  us  no  reason  why  the  time  for  con- 
tributions to  sinking  fund  to  meet  the  cost  of  construction 
should  invariably  be  deferred  for  five  years  beyond  the 
time  provided  in  the  Power  Commission  Act,  whatever  the 
demand  for  power  may  be. 

(b)  The  expressed  intention  of  the  Commission  to  ex- 
tend the  time  for  contributions  to  the  sinking  fund  in  re- 
spect of  the  Queenston-Chippawa  undertaking,  to  forty 
years,  with  a  five-year  deferment  period  is,  we  believe,  ab- 
solutely wrong,  and,  we  are  advised,  contrary  to  existing 
law.  We  regard  it  as  unlikely  that  the  Legislature  in 
passing  the  Ontario-Niagara  Development  Acts  intended 
to  relieve  the  Niagara  System  from  the  provisions  of  the 
Power  Commission  Act,  relating  to  contributions  to  sinking 
fund. 

(c)  The  failure  to  provide  a  sinking  fund  for  nearly  all 
of  the  bonded  indebtedness  in  respect  to  the  Niagara  devel- 
opments, which  are  operated  by  the  Commission  as  private 
companies,  in  the  same  general  manner  and  to  the  same  ex- 
tent as  is  done  in  respect  of  cash  advances  under  the  Power 
Commission  Acts,  has  been,  in  our  opinion,  unsound  and 
un  justified. 

(d)  The  principal  estimates  of  cost  of  developments 
submitted  by  the  Commission  to  the  Government  have  in 
nearly  all  cases,  been  far  too  low.  So  wide  has  been  the 
difference  between  the  estimates  and  costs  that  the  fact 
that  the  estimates  should  have  been  submitted  as  represent- 
ing the  probable  cost  of  the  works  seems  almost  incredible. 

(e)  In  1922,  the  Commission  took  a  large  portion  of 
its  renewal  fund,  which  at  that  time  was  in  some  cases  too 
small,  and  applied  it  in  payment  of  outstanding  balances 
due  to  it  by  municipalities,  and  established  new  renewal 
rates  for  the  future  on  a  much  lower  basis.  This  depletion 
of  the  renewal  reserve  and  the  reduction  in  the  rate  by  the 
Commission  was,  in  our  opinion,  unjustifiable  and  unsound. 

(f)  We  fully  concur  in  the  opinion  expressed  by  our 
Consulting  Engineer  that  the  contingency  funds  of  the 
Commission  are,  as  a  rule  too  low. 
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(g)  The  unauthorized  use  of  $1,100,000  of  the  Funds  of 
the  Power  Commission  for  radial  railway  purposes  was 
wholly  unjustifiable  and  the  amount  taken  from  these 
Funds  should  be  restored  without  delay.  (Report  Cited, 
Volume  II,  pp.  219-221.) 

In  connection  with  the  Queenston-Chippawa  de- 
velopment, the  Eeport  makes  the  following  gen- 
eral statements: 

A  primary  mistake  was  made  by  the  Commission  in  plac- 
ing tba  management  of  the  construction  of  this  work  in  the 
hand's  of  its  engineers  who  had  not  had  such  a  wide  experi- 
ence in  works  of  great  magnitude  as  would  justify  the  Com- 
mission in  leaving  it  in  their  hands.  The  work  having  got 
beyond  the  control  of  the  Government,  finally  appears  to 
have  got  beyond  the  control  of  the  Commission  itself  and 
its  engineers.    (Report  Cited,  Volume  II,  p.  228.) 

The  Commission  lacked  throughout  the  steadying  influ- 
ence of  financial  responsibility.  It  got  money  almost  for 
the  asking,  and  it  got  it  not  only  from  the  Government  but 
by  diverted  millions  which  it  held  in  Trust  for  other 
purposes.    (Report  Cited,  Volume  II,  p.  229.) 

If  the  estimate  for  the  Queenston-Chippawa  development 
instead  of  being  submitted  to  outside  engineers  years  after 
the  work  was  begun,  had  been  submitted  to  them  in  the  first 
instance,  the  Government  would  have  at  once  found  out  it 
was  unsound  and  could  not  be  relied  upon.  (Report  Cited, 
Volume  II,  p.  229.) 

We  are  forced  to  the  conclusion  that  estimates  were  often 
submitted  by  the  Commission,  not  so  much  with  the  view  of 
enabling  the  Government  or  the  municipalities  concerned, 
to  form  clear  ideas  of  what  the  cost  of  the  undertaking 
might  be,  but  with  the  view  of  obtaining  for  the  Commission 
authority  to  proceed  with  the  work.  (Report  Cited,  Volume 
II,  pp.  229-230.) 

The  success  of  the  publicly  owned  and  operated  utility 
for  supplying  electrical  power  or  energy  to  the  people  of 
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Ontario  does  not  depend  upon,  but  is  rather  hampered  by, 
loose  statements  or  estimates  as  to  the  actual  or  prospective 
cost  of  such  electrical  power  or  energy  when  such  cost  may 
be  unduly  enhanced  by  extravagant,  unauthorized  and  un- 
justifiable cost  of  generating  and  transmission  works.  Nor 
is  the  cause  of  public  ownership  advanced  by  misleading 
statements  in  regard  to  the  certainty  as  to  the  time  within 
which  and  the  extent  to  which  municipal  corporations  which 
have  entered  or  may  hereafter  enter  into  contracts  with  the 
Commission  will  acquire  complete  ownership  of  the  works 
constructed  or  acquired  for  their  benefit  free  from  all  en- 
cumbrances and  in  a  condition  approximately  as  good  as 
new.  In  performing  its  function  as  administrator  of  a 
great  public  trust,  the  Commission  ever  should  bear  in 
mind  that  it  was  created  by  the  Legislature,  is  financed  by 
the  Province,  and  its  powers  and  authority  are  defined  by 
the  Statutes.    (Report  Cited,  Volume  II,  p.  230.) 

Our  examination  showed  that  for  years  past  the  annual 
payments  made  by  the  Commission  to  the  Government  as 
the  cost  of  money,  were  considerably  less  than  the  actual 
cost  of  the  money  to  the  Government.  (Report  Cited, 
Volume  II,  pp.  232-233.) 

So  far,  less  than  2%  of  the  advances  made  on  account  of 
the  municipalities  by  the  Province  have  been  provided  for 
by  sinking  funds  at  the  present  time.  .  .  .  The  obligations 
incurred  by  the  Government  in  respect  of  the  undertakings 
amount  to  more  than  half  the  total  Provincial  debt.  (Re- 
port Cited,  Volume  II,  p.  236.) 

The  close  correspondence  between  the  general 
tenor  of  the  Gregory  Report  as  disclosed  in  these 
extracts  and  the  general  tenor  of  the  foregoing 
pages  is  very  remarkable.  The  Gregory  Commis- 
sion had  the  great  advantage  of  ample  evidence, 
an  advantage  which  was  not  enjoyed  by  the  writer. 
Yet  in  both  cases  and  wholly  independently  the 
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same  conclusions  forced  themselves  as  results  of 
investigations. 

The  deficiencies  of  the  Hydro  were  also  partly 
disclosed  in  proceedings  against  a  young  man 
called  Settell,  who  had  been  private  secretary  to 
Sir  Adam  Beck.  This  young  man  had  taken 
$20,000  belonging  to  the  Hydro  and  before  ab- 
sconding had  written  a  letter  to  Sir  Adam  Beck. 
The  young  man  was  found  guilty  and  was  sent  to 
jail,  but  the  letter  was  not  produced  at  the  trial 
nor  was  it  otherwise  published.  It  became  known, 
however,  that  this  letter  contained  certain  charges 
against  Sir  Adam  Beck.  A  Commission  was  there- 
upon appointed  by  the  Government  to  investigate 
these  charges,  although  in  accordance  with  the  cus- 
tomary practice  of  enveloping  Hydro  affairs  in 
mystery  the  letter  was  not  published  in  the  Report 
of  the  proceedings  of  the  Commission.  Some  of 
the  charges  were  no  doubt  of  a  frivolous  character^ 
but  the  proceedings  of  the  Commission  undoubtedly 
confirmed  one  of  the  conclusions  of  the  Gregory 
Commission,  viz.,  that  the  Commission  had  handled 
"the  funds  that  came  into  its  hands  with  incredible 
looseness." 

The  general  conclusions  are  irresistible  that  the 
Hydro-Electric  System  of  Ontario  has  been  inex- 
pertly managed  from  the  beginning  and  that  the 
aims  of  its  management  have  been  political  and  not 
economical  in  the  strict  sense.  Indeed,  the  econom- 
ical interests  of  the  Province  have  been  sacrificed 
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to  the  political  ambition  of  a  small  number  of 
municipal  and  provincial  politicians.  These  poli- 
ticians have  led  the  Province  into  an  expenditure 
which  may  yet  turn  out  to  be  ruinous  and  have  in 
doing  so  upset  the  political  system  of  the  Province. 
By  means  of  cajolery  and  electioneering  manage- 
ment not  lacking  in  cunning,  the  Hydro  Party  has 
altered  the  political  character  of  the  Province,  has 
inflicted  a  serious  blow  to  spontaneous  industrial 
action  within  it  and  has  contributed  towards  driv- 
ing industry  and  intelligent  organization  either 
into  the  Province  of  Quebec  or  across  the  line  into 
the  United  States. 


XIII 


LABOR  AND  THE  HYDRO 


In  May,  1919,  two  thousand  employees  of  the 
Hydro-Electric  Commission  threatened  to  strike. 
A  dispatch  from  Niagara  Falls  (Globe,  May  24, 
1919)  said  that  if  the  strike  took  place  "nearly 
all  of  Western  Ontario  would  be  plunged  into  dark- 
ness and  many  cities  and  towns  would  be  deprived 
of  power  to  run  their  factories."  This  was  prob- 
ably an  exaggeration  since  most  of  the  men  who 
threatened  to  strike  were  working  upon  the  then 
unfinished  Chippawa  Canal  and  their  defection  at 
that  time  could  not  have  affected  the  supply  of 
power.  The  Hydro  Commission  at  first  refused 
to  accept  a  Board  of  Arbitration,  although  a 
scheme  of  arbitration  in  labor  disputes  had  long 
before  been  adopted  by  the  Dominion.1  Afterwards 
the  Commission  agreed  to  the  appointment  of  a 
Board.  The  Hydro  enthusiasts  immediately  util- 
ized this  tardy  acquiescence  in  a  perfectly  reason- 
able request  for  arbitration  in  the  wages  dispute. 
The  Labor  Mayor  of  Brantford  (Ont.),  for  in- 
stance, 


1The  Act  is  known  as  the  Lemieux  Act. 
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tirged  that  Sir  Adam  Beck  call  a  general  convention  of 
manufacturers  and  Labor  bodies  in  order  to  let  the  Ontario 
Government  hear  the  people's  views  on  Hydro  matters. 
„  .  .  Now  that  Sir  Adam  has  given  Labor  the  best  condi- 
tions and  terms  of  any  organization  in  Canada,  it  is  up  to 
Labor  to  see  that  privately  owned  power  companies  are  not 
given  unfair  advantage  over  the  Hydro.  Otherwise  Labor 
will  be  defeating  its  own  project.  The  Dominion  Govern- 
ment also  must  be  given  to  understand  that  it  must  keep 
hands  off  Ontario's  power  right  on  the  St.  Lawrence,  and 
hand  that  development  over  to  the  Hydro.  Anything  else 
will  be  a  gross  injustice  to  the  great  work  of  Sir  Adam 
Beck.' 

In  August,  1923,  the  Toronto  Hydro  Electrie 
Commission,  which  is  subordinate  to  the  Ontario 
Hydro-Electric  Power  Commission,  challenged  the 
constitutionality  of  the  Industrial  Disputes  Inves- 
tigation Act  of  1907  (a  Dominion  Act  popularly 
known  as  the  Lemieux  Act).  This  Act  provided 
for  the  appointment  under  the  auspices  of  the 
Dominion  Government  of  Boards  of  Arbitration 
for  the  settlement  of  industrial  disputes.  The  pleas 
of  the  Toronto  Hydro  Commission  were  to  the 
effect  that  the  Commission  had  been  created  by 
the  Provincial  Government  and  that  the  Act  which 
made  it  illegal  to  declare  either  a  strike  or  a  lock- 
out until  the  dispute  had  been  investigated  by  a 
Board  appointed  by  the  Dominion  Government  was 
an  interference  with  the  civil  rights  of  individuals 
and  corporations,  these  civil  rights  having  been 
assigned  in  the  British  North  America  Act  of  1867 


•  The  Globe,  Toronto,  May  30,  1919. 
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to  Provincial  jurisdiction.  A  dispute  having  arisen 
between  the  Toronto  Hydro  Commissioners  and  its 
employees,  a  Board  was  appointed  in  terms  of  the 
Act.  The  Commissioners  applied  to  the  Courts  for 
an  injunction  against  the  Dominion  Board,  and 
an  interim  injunction  was  granted  by  Mr.  Justice 
Orde  on  August  23,  1923. 

The  Toronto  Hydro  Commissioners  then  at- 
tempted to  have  this  injunction  made  permanent. 
The  case  was  tried  before  Mr.  Justice  Mowat,  in 
November,  1923.  The  counsel  for  the  Dominion 
contended  that  the  Act  was  intra  vires  under  the 
general  clause  of  the  British  North  America  Act 
of  1867,  giving  the  Dominion  Government  the  right 
to  legislate  for  "the  peace,  order  and  good  govern- 
ment of  Canada."  Mr.  Justice  Mowat  refused  the 
application  of  the  Toronto  Hydro  Commissioners. 
The  Commissioners  appealed  to  the  Ontario  Court 
of  Appeal,  with  the  result  that  Mr.  Justice  Mowat's 
decision  was  sustained,  there  being  only  one  dis- 
senting appeal  judge,  Mr.  Justice  Hodgins.  The 
Toronto  Hydro  Commissioners  then  appealed  to 
the  Judicial  Committee  of  the  Privy  Council.  The 
case  was  heard  in  London  in  November,  1924,  and 
the  judgment  of  the  Committee  was  delivered  by 
Viscount  Haldane  on  January  20,  1925.  This 
judgment  reversed  the  decision  of  the  Ontario 
Court  of  Appeal  and  declared  the  compulsory 
clauses  of  the  Act  to  be  outside  the  competence 
of  the  Dominion  Parliament.  Lord  Haldane  co- 
incided with  the  minority  judgment  of  Mr.  Justice 
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Hodgins  of  the  Ontario  Court  of  Appeal  in  regard- 
ing the  Act  as  primarily  affecting  property  and 
civil  rights  and  thus  infringing  Provincial  rights.3 

The  decision  means  that  if  the  Act  continues  to 
exist  at  all,  as  seems  doubtful  after  this  judgment, 
it  must  exist  only  as  a  voluntary  Act  instead  of  a 
compulsory  Act  as  it  was  intended  to  be  and  as 
it  was  utilized  for  the  settlement  of  industrial  dis- 
putes with  much  success  for  eighteen  years.  In 
thus  upsetting  a  piece  of  labor  legislation  useful 
alike  to  workmen,  to  employers,  and  to  the  public 
in  preventing  the  continuance  of  prolonged  and 
hopeless  strikes,  the  Toronto  Hydro  has  inflicted 
grave  injury  upon  the  interests  of  labor,  as  well 
as  upon  those  of  employers  and  of  the  public. 

The  employees  of  the  Toronto  Hydro  are  thus 
at  its  mercy  until  a  law  is  passed  by  the  Provincial 
Legislature  compelling  it  to  resort  to  arbitration 
in  case  of  a  dispute  with  its  workmen.  The  con- 
trol of  the  Legislature  by  the  Provincial  Hydro 
renders  unlikely  any  such  legislation  and  there- 
fore the  Hydro  employees  suffer  from  the  arbitrary 
conduct  which  immunity  from  control  is  apt  to 
engender  in  public  bodies  and  has  actually  been  en- 
gendered in  a  very  special  degree  in  the  Ontario 
Hydro  Electric  Power  Commission. 


8  For  the  proceedings  before  the  Privy  Council,  See  copy  issued 
by  the  Department  of  Labor,  Ottawa,  1925.  The  text  of  the  judg- 
ment is  published  in  the  Labor  Gazette,  Ottawa,  February,  1925. 
See  also  pamphlet,  "Government  Intervention  in  Labor  Disputes 
in  Canada,"  Department  af  Labor,  Ottawa,  1925,  pp.  19-22. 


XIV 


CONCLUSION 

The  Ontario  Hydro-Electric  system  is  custom- 
arily erroneously  represented  as  an  experiment  in 
"public  ownership."  It  is  really  an  attempt  on 
the  part  of  a  small  number  of  politicians  to  estab- 
lish an  industrial  monopoly  and  to  manage  this 
monopoly  in  such  a  way  as  to  keep  themselves  in 
power.  In  order  to  effect  this  object  they  have 
violated  constitutional  law  and  practice ;  they  have 
assumed  absolute  authority;  they  have  closed  the 
courts  of  justice  against  proceedings  adverse  to 
themselves,  and  they  have  encroached  upon  the 
liberties  of  the  people.  These  politicians  by  the 
use  of  the  insidious  methods  described  in  the  fore- 
going pages  have  hoodwinked  the  public  into  the 
belief  that  they  are  acting  in  the  public  interest 
and  have  cajoled  the  Legislature  and  the  public 
into  passing  laws  and  by-laws  on  the  strength  of 
estimates  which  according  to  the  Gregory  Report 
wrere  incredibly  below  the  actual  cost.  They  have 
saddled  the  Province  with  an  enormous  debt  on 
account  of  a  group  of  enterprises,  the  returns  from 
which  must  be,  in  the  nature  of  the  case,  of  a  fluc- 
tuating and  speculative  character.   They  have  em- 
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barked  upon  a  series  of  complicated  industries 
for  the  management  of  which  they  have  exhibited 
no  aptitude  and  for  which  they  have  had  none  of 
the  necessary  training  and  experience.  They  have 
again  according  to  the  Gregory  Report  voted  them- 
selves large  salaries  for  their  incompetent  labors. 
They  have  in  many  cases  broken  promises  solemnly 
made.  Instead  of  reducing  the  cost  of  power,  there 
are  signs  that  they  must  ere  long  increase  that  cost 
to  the  consumers.  The  temporarily  low  rates  can- 
not be  maintained  or  the  enterprise  must  become 
insolvent.  The  eventual  economic  loss  may  be  very 
considerable;  but  the  political  injury  which  they 
have  already  inflicted  upon  the  public  life  of  the 
Province  is  the  most  important  fact  adverse  to 
their  credit  and  to  the  credit  of  the  people  and  the 
press  who  have  placed  their  necks  blindly  under 
the  yoke  of  the  politicians. 

In  thrusting  itself  into  the  municipal  and  Pro- 
vincial politics  of  Ontario,  the  Hydro  drew  to  it- 
self support  from  all  parties  and  from  many  groups 
outside  parties.  There  were  no  other  political  in- 
terests of  moment  so  far  as  Provincial  affairs  were 
concerned  at  that  time,  and  thus  very  soon  after  it 
embarked  upon  its  expensive  career  the  Hydro  had 
succeeded  in  monopolizing  the  political  interest  of 
the  Province  and  in  effectually  disposing  of  the 
two-party  system  by  which  Provincial  governments 
had  previously  been  placed  in  power  and  dismissed. 
The  Hydro  practically  came  into  the  Provincial 
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House  as  a  third  party  which  immediately  swal- 
lowed the  other  two. 

The  advantage  of  the  two-party  system,  especial- 
ly in  a  single  chambered  Legislature,  was  that  it 
provided  for  a  constant  criticism  of  the  govern- 
ment and  an  effective  check  upon  it.  The  keenest 
critics  of  the  Government  were  those  who  had  been 
displaced  by  it  and  who  hoped  to  displace  the  Gov- 
ernment in  their  turn.  But  not  only  is  it  the  in- 
terest of  no  one  in  the  Legislature  to  criticize  the 
Hydro;  it  is  the  interest  of  everyone  to  shield  the 
Hydro.  The  Provincial  credit  would  be  injured  if 
the  Hydro  were  even  suspected;  "the  cause"  of 
"public  ownership"  would  be  hurt  if  it  were  shown 
that  the  Hydro  was  a  failure. 

The  Hydro  is  much  larger  than  its  promoters 
ever  dreamed  of ;  it  is  a  great  deal  larger  than  they 
can  manage.  In  point  of  fact,  the  Hydro  cannot  be 
controlled;  it  controls  both  its  own  officials  and 
the  Government. 

Before  the  Revolution  in  China,  and  perhaps 
even  yet,  there  might  often  be  seen  in  the  street's 
of  Canton,  for  instance,  a  prisoner  enduring  the 
punishment  of  the  cangue.  This  instrument  of 
torture  consists  of  two  boards  of  wood,  each  about 
two  inches  thick  and  two  feet  wide.  The  boards 
when  padlocked  together  embrace  the  neck  of  the 
prisoner  in  such  a  manner  that  he  cannot  remove 
his  head  from  his  formidable  wooden  collar  nor 
can  he  rest  with  any  comfort.   He  is  free  to  walk 
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about  the  streets  but  is  nevertheless  imprisoned  by 
his  cangue.  The  four  Prime  Ministers  of  Ontario, 
since  the  invention  of  the  Hydro,  have  each  worn 
an  instrument  of  torture  similar  to  that  which  has 
been  described.  In  the  course  of  years  the  Hydro 
cangue  has  become  heavier  and  heavier.  Day  and 
night  its  load  is  felt;  none  the  less  wearily  that 
the  public  assumes  to  look  upon  it  as  useful  and 
ornamental.  To  the  wearer  it  has  become  an  al- 
most intolerable  burden. 
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